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EQUALITY OF OPPORTUNITY. 





What the live American asks is not equal wealth, but 
equal opportunity,—the same chance for each to develop 
to the utmost the individual powers with which he is 
gifted. The trouble of the times is not so much that 
some have more wealth than others, but that the distribu- 
tion and handling of this wealth too often affords oppor- 
tunity for the unfit and shuts out those who are fit. The 
American democracy will succeed only so far as its people 
demand that all shall have an equal chance, and that the 
door of opportunity shall be widely opened to talent,— 
wherever it may be found,—unhindered by false standards 
of wealth or position. Moreover those who have the 
wealth can only justify their trusteeship by creating op- 
portunities for others. 
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posits in banks and trust companies have been veri- 


REPORT OF PUBLIC ACCOUNTANTS. 





MUTUAL LIFE INSURANCE 


Your Committee beg to report that they have ex- 
amined the accounts and assets of the Company as of 
December 31,1905. The extent of the work to be per- 
formed and the necessity of doing it within a limited 
time precluded the possibility of the members of the 
Committee personally counting the securities. This 
work was entrusted to Messrs. Haskins & Sells and 
Messrs. Deloitte, Dever, Griffiths & Co., the Public 
Accountants engaged by the Special Committee of 
the Board of Trustees appointed October 25, 1905. 

Your Committee have, however, given their personal 
attention to the methods pursued by the Accountants 
in doing this work, and did severally attend from day 
to day while such counting was going on. They have 
familiarized themselves with the methods of count- 
ing, checking over and examining the securities, 
pursued by the Accountants, and beg to say that they 
approve thereof. 

Your Committee have personally examined with 
care into the values at which the various securities 
are entered on the books of the Company, compared 
them in detail with the market reports of such values, 
and have looked thoroughly into the prices at which 
the stocks, bonds and other securities owned by the 
Company are carried on its books, and have found 
the valuations there given safe and conservative; in 
many instances less than the market value and in 
none in excess of such value. 

Through the Accountants above referred to, all de- 


Report of the Auditing and Examining Committee 
OF THE 


COMPANY OF NEW YORK. 


fied, and the cash on hand has been counted and 
found to agree with the statement thereof. 

Your Committee have also, through the Accoun- 
tants, examined all the bonds and mortgages on real 
property, all loans upon collateral security and upon 
policies of the Company, and have in respect to each 
found the security ample, with proper and abundant 
margin onthe loans. They have also gone very thor- 
oughly into the methods pursued by the Accountants 
in making such examinations, and into the valua- 
tions put upon real property mortgaged to the Com- 
pany, and approve the same. 

The Committee certify that the investments of the 
Company are of the highest order and well selected, 
and with regard to their safekeeping desire to report 
that they are most favorably impressed with the 
methods under which the work in the Treasurer's 
Department, in caring for the securities of the Com- 
pany, has been and is transacted. The Committee 
were much pleased with the thorough, systematic 
and careful manner in which this important work of 
caring for these, the principal negotiable securities 
of the Company, is and has been done. 


( 


Sgd 


W. H. TRUESDALE, 

Joun W. AUCHINCLOss, 

STUYVESANT Fisu, 

Wm. P. Dixon, 
Committee. 


) 
} 





Investments in Government, Railroadand Other 
Bonds:—We have counted and examined Bonds and 
Certificates representing Bonds, owned and held by 
the Company, having a par value of $183,352,600, and 
have verified by acknowledgments of State and For- 
eign Governments that they held on deposite Bonds 
having a par value of $%,580,180.11 The total par value 
amounts to $192,932,780.11, and we have verified the 
market value thereof as $191 ,417,569.30. 

Investments in Railroad,Banking Institution 
and Other Stocks:—We have examined Certificates 
of Stocks owned and held by the Company having a 
par value of $30,235,600,00, and have verified by ac- 
knowledgments of State and Foreign Governments 
that they held on deposit Certificates of Stocks hav- 
ing a par value of $1,475,000.00. The total par value 
amounts to’ $31,710,600.00, and we have verified the 
market value thereof as 373,884,298.08. 

Loans Secured by Mortgages on Real Estate :— 
We have examined the Bonds and Mortgages held by 
the Company as security for its Loans on Real Es- 
tate and have verified that such Loans amount to 
$109,771,163.16 (3,930 first liens). The titles are now 
being inspected and the properties are being valued 
by appraisers appointed by your Committee. 

Loans Secured by Bonds and Stocks Held as Col- 
lateral :—We have examined the Notes representing 
these Loans and the Bonds and Stocks held by the 
Company as collateral security therefor, and have 
verified the amount of such loans as $18,195,000. The 
market value of the collateral security was found to 
be more than 20 per cent. in excess of the amount of 
each loan. 

Loans Secured by Company’s Polices :—We have 
examined at the Head Office 48,734 Loan Agreements 
and assigned Policies held as security, representing 
Loans to the amount of $26,999,011.99, and we have 
examined in London 1,685 Loan Agreements and as- 








signed Policies held as security, representing Loans 
to the amount of $873,912.06, thereby verifying Loans 
to the amount of $27,872,924.05, secured by the Com- 
pany’s policies. The Policy Loan Agreements held 
at the Branch Offices of the Company in South Africa 
and Australia, where we are at present examining 
them, are stated by the Company as amounting to 
$325,354.79." The total of all these Loans amounts to 
$28,198,278.84. 

Cash:—We have verified the Cash on Deposit, by 
certificates obtained from the Banks and Trust Com- 
panies in which such Deposits were held, amounting 
in the aggregate to $9,244,742.98, and we counted the 
cash on hand in the Head Office at the close of Decem- 
ber, 1905, amounting to $25,770.10, making the total 
amount of Cash verified $9,270,513.08. 

Premiums Due and Uncollected, and Deferred 
Premiums:—We have examined the records of the 
Company as to policies in force at the close of De- 
cember, 190, and have verified the gross amount of 
Premiums due and Uncollected as $4,596,209.53, and 
the gross amount of the Deferred Premiums as 
$2,873,396.31, making a gross total of $7,469,605.84. 

We hereby certify that the books of the Company 
agree with the Assets herein specified as having been 
verified. Real Estate owned by the Company in the 
Boroughs of Manhattan and Brooklyn, New York, 
and in Boston and Philadelphia, has been valued 
by your Committee’s appraisers, Messrs. Douglas 
Robinson, Charles S. Brown & Co., at the sum of 
$24,595,000.00, which, less a purchase-money incumb- 
rance of $275,000.00, is $1,648,999.33 in excess of the 
Company’s net book value. The other Real Estate 
owned by the Company is now being valued by your 
appraisers. 

(Sgd) 
(Sgd) 


Haskins & SELLs, Accountants. 
DELOITTE, PLENDER, GRIFFITHS & Co. 
Chartered Accountants. 
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SAN FRANCISCO CONFLAGRATION: EFFECT UPON INSURANCE. 


i inn companies represented in San Francisco reported on December 31, 1905, 

surplus funds above capital of about $150,000,000. Theconflagration will 
consume probably from $100,000,000 to $125,000,000 of this money. In addition 
to this surplus American companies have an unimpaired capital of about $55,- 
000,000, while the enormous assets of foreign companies are available to pay 
these losses. In our opinion the bulk of this liability will be liquidated within 
60 days and almost every claim paid dollar for dollar. 

The San Francisco disaster is the greatest which has ever visited the in- 
surance companies anywhere, but their financial strength as a whole is greater 
proportionally than ever before. 

There will be failures, but comparatively few. One company, a relic and 
survival of the Boston conflagration of 1872, has suspended business. One 
other Boston company involved may survive because it is backed by Western 
capital,—not a proud boast for us to make. 

Insurance money will put San Francisco on its feet. The generosity of the 
American people will sustain the afflicted residents until industry and trade 
are resumed. Both funds come from the people; both represent a tax col- 
lected from the many to relieve the few. It may be our turn next. 

This disaster will cause great changes in the economic structure of insur- 
ance. It will affect and shift the balance of every problem; some it may com- 
pletely change, others merely modify. Some conditons if may tend to better; 
others it may make worse. All will depend upon the coolness and wisdom 
with which the crisis is met. 

The San Francisco losses should be paid by every company without techni- 
cal quibble. It is better to lose in dollars than in reputation. There will be 
insurance to write for those who survive; but the survival must not be at the 


expense of the ‘‘square deal.’’ It is better to go down with honor. 
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WESTERN UNION’S ADVANCED STEP ON RATING METHODS. 


Important Change Planned in Handling Rates—Special Expert Committee of Rate-Makers 
to Supersede Work Now Done by Governing Committee. 


As an outcome of itS recent semi- 
annual meeting at Atlanta the West- 
ern Union has decided to take an im- 
portant forward step in the handling 
of rating conditions. The rate mak- 
ing of that body has heretofore been 
in charge of the governing commit- 
tee, composed of executive managers 
whose time is largely occupied in the 
general policies of the business and 
who cannot devote to the rating ques- 
tion the attention demanded. 

The increase of adverse legislation 
has emphasized the need of more sys- 
tematic control and direction in the 
making of rates. Indeed the great 
criticism against the companies has 
been, not that they agreed upon a uni- 
form rate, but that the rates on which 
they agreed were too frequently un- 
equal and unjust,—discriminating be- 
tween different classes of policyhold- 
ers. In other words, it was the way 
in which rates were made and not the 
fact that they were made, which has 
brought about most of the antagonism 
to the companies. 

This fact has been many times 
pointed out in this magazine. Indeed 
so long ago as September 1900 the edi- 
tor, in an address delivered before the 
‘‘Pire Underwriters’ Association of the 
Northwest,’’ set forth this propo- 
sition: 

“The enmity of the states is directed solely 
against agreements to stop competition, and then 
only so far as they appear to be unjust or arbi. 
trary in their attitude toward the insured. Are 
there any grounds for this enmity? We are 
compelled to admit that there are. The knowl- 
edge, common to us all, that rates are unequally 
apportioned, and that some classes are paying 
more than their actual cost and others less; that 
rates upon identical hazards are often inexplica- 
bly at variance, and that we cannot demonstrate 
to the public the basis upon which our rates are 
made, is also knowledge not uncommonly known 
to the insured. And to this fact (coupled with 


natural prejudice against corporate interests, 
particularly when in combination) we may as- 


cribe the opposition to rate agreements. The 
ordinary man will not object to a combination 
to regulate eompetition, for the chances are ten 
to one that he himself is engaged in such a com- 
bination, but he will object—and who can blame 
him?—to an agreement which tacitly permits 
and maintains the inequalities referred to. 
Anti-insurance legislation will continue until the 
cause of this public opposition is removed.” 
Upon the recommendation of Presi- 
dent J. W. G. Cofran, supported by 
the governing committee, the Union 
decided to place its rating machinery 
in the future in the hands of qualified 
experts or actuaries. The ‘‘Insurance 
Post”’ of Chicago thus describes the 
cause and the scope of the action: 


It was realized that present methods have been 
crude, that responsibility has been scattered, 
management ineffective and results contradic- 
tory. The governing committee, with its mem- 
bership changing each half-year, has been in 
general charge. Many of its members have had 
little knowledge of schedule making and apply- 
ing, and none of them have had much time to 
spare. The result has been what might have 
been expected. No consistent policy has been 
followed, rates on identical risks have varied 
widely in different cities and states, and the pub- 
lic has been given the impression that it was 
being worked. The Union decided to put con- 
trol of all rating matters—employment and regu- 
lation of raters, the building, testing and appli- 
cation of schedules, and the development of an 
expert force and a definite and consistent policy, 
into the hands of an actuarial committee. Its 
members need not be members of the governing 
committee, assistant managers as well as man- 
agers are eligible—which means Dean, of course 
—and it will be a continuing body, with mem- 
bers elected for one, two and three years at the 
start, and for three years thereafter. The selev- 
tions are to be made because of special fitness 
and experience in the work, and the result wi! 
be the great improvement that always follows 
centralized management, the substitution of 
experts for amateurs, and the adoption of ua 
definite and consistent policy. 


For the proper handling of this work 
the Western Union is in part pre- 
pared. It has taken over and inaug- 
urated a plan for classifying statis- 
tics. It has in itsemploy expert rate 
makers, and in many states rating 
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bureaus having fall charge. We un- 
derstand the plan will be to develop 
the idea of expert state rate makers, 
the committee experts representing 
the Union having general charge and 
supervision over the whole for the 
purpose of bringing about consistency 
and uniformity of rules and schedules. 
The general statistical results no 
doubt will be placed in the hands of 
this supervising committee, and its 
recommendations will be made to the 
state bureaus witha view to having 
the rates in each state equalized and 


adjusted in accordance with the ex- 
perience 

The Western Union is certainly to 
be congratulated upon the step it his 
taken and the evidence thus given of 
its purpose to place emphasis upon 
the scientific value of rate making. 
The heart of the fire insurance business 
rests within the rate problem and the 
system of protection which stock com- 
panies have to offer to the public will 
stand or fall in the future upon the 
wisdom and justice with which its 
rating machinery is administered. 








EDITOR REPLIES TO COMMENT ON SEPARATION ARTICLES. 








The recent articles in the Journal of 
Insurance Economics by the editor, 
touching the question of separation 
as applied in the Western field, have 
attracted so much attention and led to 
so much comment by word of mouth 
and by letter that the editor believes 
he is justified in devoting some space 
to the matter in this number. We 
know of no better way than to quote 
from the letter of a personal friend. 
As it was not written for publication 
we cannot give the name of its au- 
thor, which would add weight to the 
views set forth. Here is the letter: 


EDITOR OF INSURANCE ECONOMICS :— 

As you know I have always been interested in 
your work, and have had so many occasions to 
endorse and approve the admirable positions you 
have taken on underwriting questions. The 
Agency Commission question is one that, as you 
know, I have been in touch with for a great 
many years; consequently, I have very decided 
opinions. If any position taken by the com- 
panies during the last few years has beén based 
upon good, practical common sense and business 
prudence, it is, in my opinion, that of separation 
in agencies on the commission question. 

Ido not look at this question from any senti- 
mental or visionary point of view, but I submit 
—and I never yet have found a business man 
who disputed it—that, under our present Agency 
System, the agent representing a number of com- 
panies and being compensated for his services 
on a commission basis, the only sane proposition, 
honorable alike to the agent and the companies, 
is the same commission from all. 

Agents will always have favored companies, 
even when receiving the same pecuniary pay- 


ments,—a company writing liberal lines, baving 
few, if any, prohibited classes, general absence 
of critcism or queries, personality of the field 
representative—all of these are important factors 
and have an influence in business. But, when a 
Special Agent steps into an agent’s office and 
offers him a compensation in excess of that paid 
by other companies,—com panies which, by virtue 
of his position as an agent he is bound to honor- 
ably represent—he is offered and is accepting a 
money bribe to represent one company as 
against the other companies he is also paid to 
represent. The company does not say in such a 
case—for example—*‘ You give me just the same 
kind of business as you give the Fire 
Insurance Company, and I will puy you 10 per 
cent. extra commission”. What it does say is 
—‘If you will give me a better business than 
you give the Fire Insurance Company (and 
it is generally specifies as to the classification 
desired)—and I will give you a commission 10 
per cent. in excess of that paid by the other 
company”. 

I do not mean to intimate that the agent in all 
cases realizes or appreciates just the position he 
is in, or the result of such an arrangement; but 
T believe that the effect generally has been to 
materially Jower the standard of agents. Find 
me the agent who says that he will not accept 
from one company a compensation in excess of 
that paid by another (and there are a good many 
such) and you have an agent of the highest stand- 
ing, representing his companies with a loyalty 
producing the best results. 








I de not and never have taken the position 
that we should go to an agent and say that he can- 
not represent a company paying more than 15 
per cent., or any other figure, but we have a right 
to say and should say that we will, not be rep- 
resented in his agency, or any other agency, 
when representing companies paying a com- 
mission in excess of that we feel able to pay. 
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In the case of the Western Union, I believe it 
was a big stroke of policy when they coupled 
with the Separation Rule a permission allowing 
the companies to offer a compensation to the 
agent for giving up his companies paying a 
higher commission, in the shape of graded com- 
mission.” 

This substantially covers the criti- 
cism which is made against the Jour- 
nal from other sources, particularly 
from Chicago managers, who con- 
versed with the editor during a recent 
visit to that city. It appears also 
that the editor’s purpose in writing 
and publishing these recent articles, 
to check the drift towards disintegra- 
tion upon rates, has caused some mis- 
understanding among local agents. 
Perhaps we cannot do better than to 
re-state categorically our beliefs upon 
the question involved: 

1. The Journal of Insurance Eco- 
nomics believes in separation in 
agencies on the commission question. 
That is to say, uniform and excess 
commission companies should not be 
represented in the same office. 


2. Wedo not believe that separa- 
tion should be enforced against com- 
panies which are not members of the 
Western Union unless they are ac- 
tually excess commission companies. 
We believe that the present agitation 
in the West which has caused so much 
trouble and criticism, might have 
been avoided if certain companies not 
members of the Union had not been 
excluded from all their agencies, but 
only those agencies where they were 
found to be paying excess commis- 
sions. 


3. We believe that the Western 
Union has a right to adopt separation 
as a policy against excess commission 
companies, but not against non-union 
companies. 

4. We favor low uniform commis- 
sions in the interests of real underwrit- 
. ing agents and believe that they must 
be established by co-operation between 
the companies. We hope some time 
that agency organizations will them- 
selves assist the companies in main- 
taining a low uniform commission. 


5. We believe the Western Union 
is primarily responsible for maintain- 
ing a condition which makes excess 
commissions possible, namely, ultra- 
profitable rates upon preferred classes. 
We are opposed to having the ‘‘rate- 
commission’’ question fought out by 
means of harsh and cruel rate wars, un- 
justified upon any economic grounds 
and an absolute injury to the local 
ugency plant. 


We have looked over past volumes 
of the Journal of Insurance Econom- 
ics, particularly at the time the sepa. 
ration program was adopted by the 
Western Union, and find therein set 
forth, with almost perfect consistency, 
the views that are advocated today in 
the Journal, the only difference being 
that then there were but theoretical 
conditions to be discussed, because 
separation had not been-tried. Today 
we have the actual conditions and the 
criticism must of necessity be more 
pointed. We refer in particular to an 
article in the November 1899 Journal, 
entitled ‘‘Economic Aspects of Differ- 
ential Commissions.’’ Every proposi- 
tion therein set forth is as sound to- 
day as it was then, except that we are 
satisfied that a reduction in preferred 
classes by the Western Union would 
not tend to a general rate war, inas- 
much as the organized agency move- 
ment has crystallized in favor of re- 
ducing rates upon preferred classes 
and against rate wars, a condition 
which did not existat the time separa- 
tion was adopted. 


What the Journal has had to say at 
this time is not in criticism of uni- 
form commissions or separation, but 
of the methods by which the Western 
Union during the past year has under- 
taken to enforce separation, causing 
the ejection from agencies of compa- 
nies which were not excess commis- 
sion payers and bringing ruinous rate 
wars upon the local agents. 

Our idea, as set forth above, sug- 
gesting that separation be enforced 
against excess commission companies 
and not against non-union companies, 
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calls forth the following from our 
friend the company manager: 


As I understand your position you believe in 
separation in agencies on the commission ques- 
tion, but you do not believe that the separation 
should be enforced against companies not mem- 
bers of the Westen Union, but not paying excess 
commissions in certain agencies; that is, as I 
understand it, the separation should be made only 
in agencies where companies are paying the ex- 
cess commission. 

Now, that’s all right as a theoretical proposi- 
tion and I concur, but the trouble as a practical 
proposition seems to be that it is almost impossi- 
ble to determine where companies are paying an 
extra compensation. You and I know, as a 
matter of fact that, while there may be certain 
exceptions, practically all the companies not 
members of the Western Union do not join be- 
cause of the commission limitation ; consequently, 
the companies that are not members are, gener- 
ally, paying extra compensation, in various 
forms. 

If we were going to adjust the separation on 
the basis of agencies where extra compensation 
was paid, we would have to determine that fact 
by inquiry through the agents. Of course, the 
excess commission companies would not help us 
on such a proposition. In the South, I believe 
they have tried a plan that provided for agents 
signing a statement or agreement that they 
would not accept from any company an extra 
commission or compensation. You know that 
if we adopted such a plan, the non-Union com- 
panies (I speak of them as aclass) would scheme 
to provide some way to compensate the agent, 
and yet allow him to say that he was only re- 
ceiving 15 per vent. commission. 

It does seem to me that the only practical 
course to take is the one adopted by the Western 
Union, and that is, to say that companies not 
willing to agree on the same agency commission 
basis should be considered as paying extra com- 
mission, and the separation should, consequently, 
be along that line. 


It may be that it is practically nec- 
essary to draw the line at member- 
ship, but we are not quite satisfied 
that itis. It has seemed to us that 
the arbitrary drawing of this line has 
been one cause of recent rate wars in 
western territory. For instance, to 
illustrate, if the fight had not been 
forced so strenuously against the Con- 
necticut Fire upon its withdrawal from 
membership, and the matt-r had been 
handled with more deiiberation and 
care and judgment, much of the 
trouble might have been avoided. 


Think of the confusion and chaos 
thrown into the agency: ranks by in- 


struction that the Connecticut Fire 
must be dropped from all Union 
agencies or graded commissions dis- 
continued. In every such agency, as 
a Union company, the Connecticut 
was paying the same commissions, as 
other companies. Now as it seems to 
us this matter could have been much 
better handled by makivg a special 
rule to govern this extruordinary case 
which would have carried out gradu- 
ally, automatically, and with due 
elasticity, the proper purposes of sep- 
aration, would have obtained for the 
Union the friendship and co-operation 
of all agents, and would have made it 
impossible for the Connecticut Fire to 
criticise or attack that organization. 

But of course it is always easier to 
see afterwards how the thing could 
have been better done. We believe 
that the Journal was justified in mak- 
ing a strong protest against rate wars 
which were caused by the extreme 
policy pursued by some Western 
Union companies. The editor gathers 
from his talk with insurance men 
while in Chicago that the policy of 
these companies has not been ap- 
proved and their mistakes are recog- 
nized. 


So long as the policy of the Western 
Union is dictated by a sincere and 
earnest desire to protect its members 
against excess commission paying 
companies, ifseems tous there should 
be no trouble. It is only when the 
fighting is forced in a spirit of anger 
and retaliation that demoralization 
and injury occur. 


THE JOURNAL’S STAND ON SEPARATION. 


Editor of the Journal: 

While in Chicago last week, I had considerable 
discussion with some of the managers as to the 
attitude of the National Association on the sep- 
aration and graded commission rule of the West- 
ern Union and I was quite surprised to learn 
that the idea is quite prevalent that your recent 
articles in the ‘Journal of Insurance Eco- 
nomics” reflect the sentiment of the National 
Association on that subject. 

I am not aware that the National Association 
has ever considered the Western Union’s sepa- 
ration rule as a subject that the association 
wishes to meddle with. I am certain that, so far 
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as I am personally concerned, I would most 
strenuously oppose any movement on the part 
of the association leading towards disturbing the 
situation regarding the separation and graded 
commission rule. 

Its operation has proven highly satisfactory 
to union agencies and it is equally as pleasing to 
the non-union agencies in that it removes a con- 
stant and aggravating source of discontent and 
friction between managers and agents over the 
commission contract. 

Doubtless there are cases where the enforce- 
ment of the rule has produced some discontent 
and actual resistance on the part of the agent. 
The same agent would probably resist being 
quarantined if afflicted with smal! pox or refuse 
surgical aid if suffering with appendicitis. 

I feel quite certain that a large majority of 
agents in the territory under control of the 
Western Union are well satisfied with the sepa- 
ration rule. 

As editor of the Journal of Insurance Eco- 
nomics, your articles on the separation and 


graded commission rule, are interesting, as 
illustrating the views of one who is interested 
only in a broad sense, but to the local agent, it 
comes ina concrete form and he sees in it a 
marked improvement in his welfare. 


** Agent”. 


Boston, April 11, 1906. 


Replying to yours of March 28, it is not true of 
course that the articles written by me as editor 
of the Journal of Insurance Economics in any 
way represent or interpret the position of the 
National Association any more than the indivi- 
dual views which may be expressed by you or 
any other agent or person interested in the 
National Association. 

I cannot quite see why any manager should 
consider or suggest this, unless it be to injure 
the National Association or diminish the effec- 
tiveness of the work which I have tried to do 
for the organization as its secretary. 

So long as I am editor of the Journal of Insur- 
ance Economics I feel free to write and print 
what I think is truly for the best interests of the 
business, whether it be in criticism of companies 
or of agents; current issues of the Journal will 
show just as much freedom in one case as the 
other. 

The power of the Journal of Insurance Eco- 
nomics as a moulder of public opinion rests 
absolutely in its independence and non-partisan- 
ship. It has been built upon this platform, and 
to give that up because I have been made secre- 
tary of the National Association would be to 
destroy the whole structure. 

If it shall appear as time goes on that my dual 
position as editor of the Journal of Insurance 
Economics and secretary of the National Asso- 
ciation is an injury to the organization move- 
ment the Association should make a change. 

In regard to the particular question of separa- 
tion [ am not opposed to separation, on the con- 
trary, believe that the companies in the same 
agency should pay the agent the same commis- 
sions and that companies which pay excess com- 
missions should retire. The reason for my 
criticism of the Western Union is that separation 
has been forced against non-union companies 
whether they paid excess commissions or not 
and because the attitude of some companies dur- 
ing the past year has led to rate wars which have 
damaged agents more than they could possibly 
be benefited by separation and graded commis- 
sions. Henry H. Putnam. 


BUSINESS IN ARKANSAS. 


The * Insurance Field” of Louisville,publishes 
returns showiag the premiun receipts of com- 
panies in Arkansas during 1905. The following 
are the premium receipts of companies which 
retired up to the date of their retirement: 

DUDA ccccce ceccce cccccs cocccccccs cocccs $20,018 
American Central cccccscccccsccccevces 13.247 
Assur. Co. Of AMECTICA.cccrscccccccccrece 6,300 
Atlanta-Birmingham....e.secccsseccee+s 3.602 
Atlabeccvcccecece cecceccccccscccsccccess § T.H08 
COMGORIRD 1006004 sevccs ceccccececccscee TAD 
Commercial Union.cccce seccccccccccces 23,147 
Commercial Union, N. Y...20. ceccceee 3,600 
Federal .ccocccccccscccccecccccccccccooe § 5,645 
Fireman’s Fund .cecosccccce ccccccccccce 13,437 
Fire Association .ccccccccccscccocssqeece | 
Georgia Home.cccesrccccccccccccccceess 3,216 
German Alliance..cees seccees ecocccccee§ 1.3936 
German AMETICAN ..ccee secccscccccescce 21,857 
Hartford .cccce cocccccecccs coccsecescces 140.064 
Home, New York .ccoce sccccecccccesccs 46,993 
Ins. Co. of North America. ...cos ---0-- - 18,235 
Mechanics & Traders.cccesscccccscceess D004 
Metropolitan .ccccccccccccecccccsscocess 1,087 
National, Hartford .ccoccocccccccccesccee 11,616 
National Union .ccces cccccsccccccccccess 1,045 
New Hampshire .cccscccesscccccccccccce 9,499 
NIA@AER cocc coccce cocccccccosesccessccoe§69,441 
NOPtRern vcccccccce coccccccccccceccceses T.008 
North River ccoccccccccccccccccoccccese § 1,684 
North British ..ccceccccceccccce coccccces 10,425 
Norwich Union..cccosrcccccccccccscccce 5.006 
Orient ccces coccce cocces ceccce coccccces. F.006 
Palatine..ccce covccccccceccccccs scoccece 13,100 
Phenix, Brooklyn...ee. seeeesreeersesese 10,995 
Phoenix, Hartford ..cccccccccerccccssece 16,234 
Phoenix, London...cessccccecccescccess 13,156 
Queen SOCSET FESESE ESE EEE FESEEE SESE ESE EES 10,155 
HOYSl s6cc0s cccscecocccscesccccosccnccse 1S 
Scottish Union .ccccccccccccccccccescese 6.008 
Springfield .cccoccccccccccccecocccecscoes 13,889 
BU sesese eeeeereceeeereee eee Ceeeee eee eee*e 11,016 
Traders, Chicago.ccccccccsccccccccccscecs 5,182 
Western AB8urance.cccocsccccsseccsece. 8,318 
Westchester ccccscocccecocccscceccsssce 1,122 

For the companies operating in the state we 
include both premiums and losses as follows: 

STocK COMPANIES. 

Prem. Losses 
Adams & Boyle. eeeees coatsece $185,292 $10,520 
pT oe eeeeee eee eee COBB te 43,898 12,573 
Citizens, Clarksville..... see. 42,412 6.014 
Commercial, Houston.....e6-. 25,141 2,380 
Commonwealth, Dallas....... 23,533 1,667 
Cont., Little Rock...cccscccee 64,849 2.030 
Franklin, Wheeling...... seee- 2,710 none 
Freeholders, Topeka...ees see 2,759 ood 
Home, Fordyce..cccsesseccees 13,167 1,954 
Houston F. & Mucccoesccees-. 49,669 380,195 
Mercantile.cccccccccccccccccce 41,585 7,402 
Mississippi Fire...cecccceseee. 23,278 2,135 
Mississippi Home....s.seceeee 2 
National..ccccccceccccccccccce 4: 
Nebraska Under..ceccecccsseee 1 
North State.ccccccsccccsccccce. 2% 
People’s .ccccerccccccccceccece 83,157 9.973 
Seaboard F. & M..cccceccccces 6,489 —— 
Security eeeeee see eee see eee eee 88,956 2,463 
Southern cccces veccce cocccccces 4,754 me 


- Sun, New Orleans. .ccces cecces 7,848 23,355 


7c. & Ces Dallas...cee seeeeereee 39,798 4.770 
Travelers, Pine Bluff...ccesege 34,229 9,947 
MUTUALS. 


~ American Guaranty..cccossece 5.470 1.885 


AMETICAD..cccccccsccccesccese 27.937 13,613 
ATEBNEABrcccocccoccccccaccee. 41,978 13,906 
OODTB 0000s ceeccs cévcoecesess 39,020 9,540 
PUEEIO OF FIGIOGA. cocc0s 00080500 2.784 327 
HOMC ccccescecccdeccocccocces © 26.441 9,867 
TENE cénsccacceccssawcseconce §6OUNO 9,050 
PRES céscttsiccsmrsscieiinss. BS Ge 
QUEEN .ccccecccccescccceccoces 26,629 9,293 
Retail Merchants..ceces sccccess 4,528 1,170 
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ADVANTAGE OF FEDERAL SUPERVISION TO FIRE COMPANIES. 





From a Letter Written by the President of One of the Great American Fire Insurance 


Companies—Printed in the Journal of Insurance Economics by Permission. 


We are in favor of Federal supervi- 
sion of fire insurance companies do- 
ing an inter-state business. It is un- 
doubtedly true that when first inau- 
gurated this Federal supervision would 
not bring very much relief to us, but 
out of itin time would grow, in our 
opinion, a form of supervision that 
would satisfy the people by safeguard- 
ing their interests, and eliminate in 
the course of time entirely state su- 
pervision for companies doing an 
inter-state business; in other words, 
such companies would be supervised 
by the Federal Government only, just 
as the national banks are. 

Within the last ten years, this com- 
pany has been examined but twice— 
once by gentlemen representing sev- 
eral Western states, and once by the 
New York State Insurance Depart- 
ment. Asa matter of fact there is 
very little reason to examine a com- 
pany like ours. The company is a 
stock corporation and is conducted 
primarily for profit. Itis safe to as- 
sume that the stockholders, acting 
through the directors and officers, see 
that no extravagance or foolish waste 
of their resources takes place. 

The public is only interested in 
knowing that the security offered is 
ample. To examine our company fre- 
quently and thoroughly would cost a 
great deal of money and do absolutely 
no good. This is true of many other 
of the great fire insurance companies. 

The non-uniformity of state laws is 
burdensome to us because we have to 
keep track of them, and very often 
have to keep separate accounts in 
order to comply with provisions that 
are utterly without value to anyone. 

As to what other features of state 
regulation or state laws are unneces- 
sarily burdensome to us, I have to 
say that, in my opinion, all laws and 


regulations are unnecessarily burden- 
some other than a few simple provi- 
sions looking to the solvency of the 
corporations conducting the business. 
Anyone can engage in the fire insur- 
ance business who can get together, 
in this state, $200,000 for a capital. 
There can be no “Insurance Trust.’” 
Competition will always force the 
rates down to a point where the profit 
is only fair,—if, in fact, it will not 
make it less than fair. The lowest 
rates are foundin the states where 
the greatest freedom in the conduct 
of the business is permitted, and these 
conditions exist in the older states, 
that is, the New England States. 

From my standpoint as president of 
one of the great fire insurance com- 
panies, it makes no difference to me 
what laws are enacted; the more 
stringent they are the less likely am 
I to have competition; in other words, 
the stringent law (and this includes a. 
high tax) forces the smaller and! 
weaker companies out of the state: 
and leaves the business in the hands: 
of a comparatively few companies 
The question of supply and demand 
controls the rate, and there being: 
fewer companies to carry the busi- 
ness, the rate naturally increases. If 
we are unduly taxed or put to any 
extra expense in any way, if we have 
to operate under a valued policy law, 
if we cannot make a contract calling 
for a co-insurance clause—the cost of 
insurance is increased. 

The people, in time, will understand 
that the fire insurance companies are 
merely tax-collectors; that they not 
only collect back all that they pay out 
for losses, taxes and the expenses 
connected with the conduct of the 
business, but a percentage of profit, 
and every dollar has to be loaded for 
expenses connected with the conduct 
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of the business, which amounts to at 
least thirty-five per cent. 

What might be called ‘‘free trade”’ 
conditions in the fire insurance bhusi- 
ness will be best for the people, be- 
cause it will reduce the cost. The 
tax that we pay ought to be based on 
the profit realized in the state, and 
not upon the gross receipts. In other 
words, if this company collects $100,- 
000 for premiums in any state, we 
ought not to be taxed on that sum, 
but we ought to be taxed on what is 
left after paying losses and expenses 
incurred within the state for the 
conduct of the business. 

This company has been as success- 
ful asauy company in business during 
the past ten or more years, and our 
profit on the fire insurance business is 
just about 5 per cent. of the premium 
written or earned. In other words, 
our premiums earned during the past 
seventeen years exceed the losses and 
expenses incurred by $3,280,000. This 
is a large sum, but the percentage of 
profit (5 per cent.) is not great, and 
the risk incurred by our stockholders 
in giving protection warrants, no 
dou!t, a profit from the business of 
about ten per cent., or about double 
what we receive. 


The great profit that this company 
has made has grown out of its bank- 
ing business, and the great increase 
in its value is due to the fact that it 
does a comparatively large business 
on a comparatively small capital 
This is due to the fact thatit has been 
in existence more than fifty years and 
has grown with the country. 

In conclusion, let me draw your at- 
tention to the fact that a stock fire 
insurance company is a very different 
thing from a mutual life insurance 
company. Our stockholders are vi- 
tally interested in the conduct of our 
affairs, being more or less dependent 
upon the results obtained by the offi- 
cers, whom they elect, for an income 
to live on. The policyholder in a 
mutual life insurance company, ora 
mutual fire insurance company, for 
that matter, has a very small interest 
in the affairs of the corporation in 
which he is insured. Most of the di- 
rectors and officers of these mutual 
corporations have a very small inter- 
est as policyholders. Practically all 


men are selfish and they are looking 
after their own interests, and these 
are best served by ‘‘working’’ the 
mutual company; that is, in manipu- 
lating its funds or in some other way 
getting a profit out of it. 





WHAT THE WESTERN UNION HAS DONE FOR FIRE INSURANCE. 





FroM THE INSURANCE FIELD 








The March number of the Journal 
of Insurance Economics is a broudside 
of criticism of tire insurance methods, 
much of it hung on very small pegs. 
A good deal of fault is found with Mr. 
W N. Johnson’s recent and remark- 
able pamphlet on ‘‘The Insurance 
Trust ’’ It is objected that the West- 
ern Union has not in itself originated 
and made perfect all the reforms and 
tendencies to uniform and equitable 
rating that Mr. Johnson points out 
as creditable to that organization. 
That is true; the Western Union is 
no’ a perfect body, but by the sume 
token. the problems it deals with are 


not simple and well-ordered elements 
only waiting to be marshalled into 
checker-board lines at the bidding of 
any organization. There will always 
be reforms and refinements of profes- 
sional practice in every business until 
the business ceases to be useful or 
necessary. 

It is the great fact that fhe Wes'ern 
Union has advanced rapidly, making 
use of all the best suggestions upon 
which agreement of differing minds 
could beob'ained Ithus beena great 
organizer of equitable rates al hough 
it did not originate schedule rating. 
It has made great advances in classifi- 
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cation and combined experience al- 
though it did not originate either. It 
fails here and there through the inter- 
vention of non-Union competition or 
through the resistance of legislative 
obstacles in states widely varying in 
political ideas. 

Besides, there are some problems 
about which the organization is unde- 
cided and about which companies are 
undecided. The Western Union has, 
however, made great general progress 
and deserves high credit for it. The 
National Board of Underwriters has 
not cleansed the underwriting world 
of all sin and trouble, but who will 
deny its invaluable benefits of educa- 
tion and improvement to the business 
as a whole? 

It is also maintained by Economics 
that if the business of fire insurance 
by stock companies is mutual in prin- 
ciple then the earnings on accumu- 
lated assets above capital should, in- 


stead of being divided among stock- 
holders in dividends, be divided with 
policyholders. This very thing is 
done. It is well known that fierce 
competition has reduced the under- 
writing profits over average periods 
to a nominal figure. The accumula- 
tions to meet increased liability, and 
to provide for the undetermined 
hazards that are always arising, are 
made out of the interest and banking 
earnings of capital and surplus. If 
this were not done either the accumu- 
lations would perforce cease or rates 
be increased. The policyholder in fact 
gets his share of these earnings as he 
ought to get them, in lowerrates. He 
has no complaint. His stake is an- 
nual, the company’s is increasing, per- 
petual. The company is always pre- 
paring for the future. The dividends 
may be high, but they are not higher 
than the risk demands. If they were 


the country would pour more capital 
into the gold mine. 





TREND TOWARD REDUCTION IN THE AVERAGE FIRE RATE. 





FROM THE INSURANCE Post OF CHICAGO. 





Belief is growing that the top of 
the hill has been passed in the mat- 
ter of fireinsurance premiums. From 
now on agents and companies should 
prepare to meet the conditions im- 
posed by a reduction in premium in- 
come. The country is still growing 
and stil) prosperous, to be sure, but 
the boom is not quite so exuberant as 
it was. The normal growth in busi- 
ness is likely to be more than offset 
hereafter by the various causes that 
are operating to reduce the premiums. 
Sprinkler equipments are being in- 
stalled as fast as men and material 
can be bad, fireproof buildings are be- 
ing multiplied, better construction is 
general, and these, with the competi- 
tion resulting from a long period of 
profit and the influx of new compa- 
nies, are combining to make a large 
reduction in the average rate. 

A difference of even a few points in 
the average rate mounts up fast when 





applied to over two hundred millions 
of premium income. In spite of the 
Baltimore and other conflagrations of 
1904, the average rate went down from 
$1.1874 in 1903, to $1.1613 in that year 
of disastrous losses. The report of 
the National Board of Fire Under- 
writers for 1905 will not be out till 
next month, but a score of leading 
munagers agree that the average rate 
went down at least ten points in that 
year of notable profit. If it began 
1906 at $1.06, it is well below that 
now, for the downward tendency has 
been steady. The legitimate causes 
for reduction, such as sprinklers and 
other improvements, have been con- 
stantly at work, while the illegitimate 
causes, arising from rate wars and the 
constant shading of rates where open 
warfare is not apparent, have been 
multiplied. 

There is little reason to hope for 
any check in this reduction. The in- 
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dications are that it will be hastened 
rather than retarded. The new relief 
rule is proving a very effective rate- 
reducer, whatever its offsetting ad- 
vantages to the Union companies may 
be, and the interests in charge of the 
situation show a belligerent disposi- 
tion that does not bode well for the 
future. So the chances are that the 
business will be lucky if the year is 
ended with an even one per cent. 
average rate. And six points reduc- 
tion, applied to a premium income of 
the stock companies estimated at $220,- 
000,000 in 1905, would mean a falling 
off in 1906 of $13,290,000. The nor- 
mal growth of new business could 
hardly be expected to equal that, un- 
der existing conditions. 

So far as the companies are con- 
cerned, they are injured by this only 
to the extent that rate-cutting carries 
the figures below a fair basis, if the 
question of pride in keeping up the 
growth in volume is ignored. So far 
as the falling off of income results 
from a reduction in the hazard, the 
losses should be reduced even more 
than the premiums. The companies 
may havea greater amount at risk, 
but the risk is very much less. And 
as regards the agents, the effect will 
be felt chiefly by those in the larger 
cities and towns. The small-town 
agent as a rule has no large plant 
which may reduce its premium to one- 
tenth the former figure by installing 
sprinklers, and no fireproof buildings 
or other notable improvements. He 
will suffer only from the reduction in 
rates due to competition. 

With the large city agent the situ- 
ation is different. Sprinkler equip- 
ments are going in by scores, and not 
only are the premiums reduced from 
50 to 90 per cent., but the rate of com- 
mission often goes down too, and the 


business is not so generally divided 
up among the agents. A dozen fire- 
proof buildings are now going up in 
Chicago, for instance, and though 
the values are much greater than 
those of the old structures they re- 
place, the premium income is very 
much smaller because of the lower 


rate, and this applies, to a certain ex- 
tent, to the contents. 

It is not only on the new business 
of this sort that the reduction will 
be felt. An enormous volume of 
sprinklered business has accumulated 
in recent years. There are 447 
equipped risks in Chicago, for in- 
stance, many of them with values 
well up into the millions. A new 
schedule was adopted by the Chicago 
Board of Underwriters last month 
which reduces the rates on a hundred 
manufacturing risks more than a 
third. The reduction applies only to 
first-class risks with superior equip- 
ments, so that asa rule it will affect 
large values. On buildings it gives a 
cut of 33 per cent., and on contents, 
affecting larger amounts, 36 per cent. 
There are a hundred more risks which 
do not get the reduction, because 
their equipment is not up to grade 
and for other reasons easily removy- 
able, and most of them will be getting 
the benefit just as soon as the improve- 
ments can becompleted. And Chicago 
is only one city, and certainly not one 
noted for low rates. 

It must not be forgotten, too, that 
only last Fall the Western Union re- 
duced rates on brick mercantiles, and 
that the full effect of this will he felt 
on the average rate this year. That 
concession is estimated at over a mil- 
lion dollars in Western Union territory 
alone. Since that enactment similar 
concessions have had to be made in 
adjoining fields, and the stress of com- 
petition is extending the new term 
rates to classes not meant to be cov- 
ered when the rule was passed. That 
action was unexpected,and who knows 
what other war measures the Union 
may have up its sleeve? 

In any event, company managers 
should understand that there is a legit- 
imate explanation of any falling off in 
premiums. Business is not booming 
as it was, and the average rate on 
what business there is is on the tobog- 
gan. Mutualsand inter-insurance con- 
cerns are busy, and London Lloyds is 
developing predatory instincts. Many 
managers, as soon as their premiums 
begin to fall off, jump at the conclu- 
sion that their fellow-managers are 
stealing them by cutting rates and 
shading forms, and straightway get 
busy in the same line themselves. If 
they analyze their business and dis- 
cover that cut rates are not all to 
blame for lessened premiums, it may 
help to hold them steady for practices 
and better things to come. 
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ECONOMIC PRINCIPLES OF FIRE INSURANCE RATING. 


Conditions Governing the Introduction and Use of the Co-Insurance Clause. 


Nore.—The subjvined article is reprinted with slight modifications from the first issue of the 
Journal of Insurance Economics, May, 1899. The need of clear thinking upon the co-insurance question 


was never so much needed as it is to-day, and the fundamental basis of the co-insurance idea cannot 


be too frequently set forth. 


The circumstances surrounding the 
adoption of certain measures are often 
mistaken for the principles governing 
the action. It may be that the co- 
insurance, percentage guaranty,equal- 
ization or reduced rate clause. ,as it is 
variously termed, was introduced by 
fire insurance companies for the pur- 
pose of increasing premium income, 
but that circumstance cannot alter the 
fact that this clause was adopted in 
accordance with correct principles. 

The gradation of the fire insurance 
rate according to the amount of insur- 
ance carried, conforms to good eco- 
nomic principles and is an equitable 
method of determining the price to be 
paid for indemnity. 

No one will question the statement 
that a manufacturer or a merchant, 
in making a price for his goods, must 
at least cover the cost of production 
and handling. If he sells a portion of 
his product for less than cost, he must 
receive enough price for the balance 
to equalize the difference If he fails 
to do this he suffers a loss, and if he 
suffers a continuous loss he ends in 
bankruptcy. It is therefore not good 
business principle, it is not economi- 
cally sound, for the manufacturer or 
merchant to sell any portion of the 
product at less than cost. Unless he 
can equalize the loss by securing 
higher prices on the balance, he fails, 
and if he secures the higher price on 
the balance, he exploits one portion 
of his trade to pay for the undue ad- 
vantages given the other portion. One 
portion pays less, the other portion 
more, than equity reqaires. 

Now the judgment of the manufac- 
turer or merchant is but human and 
he may unwittingly perpetrate this 
inequality upon the trade. He may, 


without knowledge at the time that 
he is so doing, seJl a portion of the 
product at less than cost and conse- 
quently at a loss, and unless he can 
equalize this loss, by securing prices on 
the balance equal to more than cost, he 
must retire from business. Therefore 
if he can adopt any method, either on 
his own account or by agreement with 
his competitors, which will prevent 
this inequality in price to the trade, 
itis his duty to do so because it is 
in accord with good business principles 
and sound economics. 

In the businesss of fire insurance 
prices are governed by the same prin- 
ciples of cost, except that the cost is 
perhaps more difficult to ascertain and 
the means necessary to determine it 
more complicated. 

In fire insurance while long practice 
and convenience has led to a system 
of quoting prices on the basis of a cer- 
tain per cent. rate to the amount of 
indemnity named in the policy,—as 
for instance 1 per cent. on each $100 
of insurance,—the percentage quoted 
on a given amount of insurance ona 
particular risk may not represent the 
actual cost of insuring it. Let us 
assume that the proper cost of carry- 
ing the fire risk of a certain building 
is $50 per annum. Itis clear thatif 
the rate quoted by the company is 1 
per cent. per $100 of insurance, the 
insurance company will not cover the 
cost unless the owner carries a policy 
amounting to at least $5,000. Upona 
policy for that amount the total pre- 
mium at 1 percent. will be exactly 
$50. Should the owner carry but 
$2,500 insurance, making the total 
premium collected but $25, the com- 
pany would have sold its indemnity 
for less than the actual cost, and 
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would become bankrupt unless it 
equalized this loss by collecting more 
than the cost from the owner of some 
other building, which would be a 
manifest inequality, in fact a gross 
injustice. 

It is clear, therefore, that the per- 
centage of rate to the amount of in- 
surance carried does not represent the 
correct price for the indemnity unless 
the amount of insurance is large 
enuugh, at the stated percentage, to 
cover the actual cost. 

What is meant by the cost of insur- 
ing a risk? Howis that cost deter- 
mined? 

The cost of insuring a given risk is 
the average chance of lossin all the 
risks in a specified group or class, and 
that chance of loss is determined 
mainly by the fire loss experience met 
with in that group or class. 

To illustrate: Let us take one hun- 
dred buildings of a givenclass. This 
is actually a smaller number of risks 
than constitute what are called 
‘‘classes of risks,’’ but one hundred 
risks are taken for simplicity, and will 
serve to illustrate the principle. These 
risks, we will assume, are of a uniform 
value of $5,000. Experience has shown 
that in asingle year, or a series of 
years, the total fire loss on those one 
hundred risks will average $5,000. 
The fire cost of each risk, therefore, 
will be $50 per annum, and the com- 
pany insuring the risk should,all other 
things being equal, receive’ that 
amount in premium in order to cover 
the cost. Therefore, if the owner of 
the building takes $5,000 insurance, 
the full value of his building, the rate 
to cover the fire cost should be 1 per 
cent.; if he takes $2,500, one-half the 
value of the building, the rate to cover 
the cost should be much higher, about 
1.8 percent.(*) Whatever the amount 
of insurance, the company should re- 
ceive enough premium to cover the 
actual cost. 

In the illustration it has been as- 
sumed that all of the one hundred 
buildings were of equal value, namely 
$5,000. Suppose we take two groups 


of one hundred buildings each, one 
where the value of each is $5,000, the 
other where the value of each is $50,- 
000. The latter group we will say, are 
modern, fire-proof buildings; the for- 
mer, old structures of inferior con- 
struction. The total fire cost of the 
former group, as we have seen, is $5,- 
000, an average of $50 per risk, or 1 
per cent. of value. In the second 
group we will assume that the yearly 
fire damage will be one-tenth of 1 per 
cent. The total value of one hundred 
risks is $5,000,000, therefore the total 
loss will be $5,000, or an average of 
$50 per risk. 

We therefore find this to be true of 
the two groups of risks: A difference 
in the value and construction (hazard), 
but identity in the net fire cost. There- 
fore, to cover the cost, the fire insur- 
ance company must collect the same 
amount of premium from the owner 
of the $50,000 building as from the 
owner of the $5,000 building. Based 
on the valuation, the percentage rate 
of the insurance company in the case 
of the $5,000 building would be 1 per 
cent.; in the case of the $50,0C0 build- 
ing, one-tenth of 1 per cent. 

But suppose the owner of the $50,- 
000 building, believing that he is war- 
ranted in so doing, because of the su- 
perior character of his risk, concludes 
to carry insurance of $5,000. If the 
percentage rate of the insurance com- 
pany remains the same, one-tenth of 
1 per cent., the total premium paid 
will be $5, which is $45 short of the 
actual fire cost of this risk, and the 
company will lose to that extent. It 
is therefore clear that in order to 
cover the cost, if but $5,000 insurance 
is carried, the rate, instead of being 





* Herbert Wilmerding, in an excellent treatise 
entitled “ Graded Coinsurance,” has made very 
careful estimates of the rates whieh should pre- 
vail where the policies range under 80 per cent. 
of value. From his statistics it is shown that 
where the insurance covers more than 50 per 
cent. of the value the losses above that percentage 
will represent not more than 7 per cent. of the 
total losses. Therefore, under a $2,500 policy in 
the case above cited, the companies would not be 
liable, by at least 7 per cent. for as much loss as 
they would under a $5,000 policy. So that under 
a $2,500 policy the rate should be enough to pro- 
duce say about $45 premium instead of $50, as 
under the $5,000 policy. 
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one-tenth of 1 per cent. should be ad- 
vanced very materially. Not to do 
so would expose the company to a 
loss which if must make up by excess 
collections from other property own- 
ers or go into bankruptcy.(t) 

From these illustrations we _ see 
that where good business principles 
and sound economics prevail in fire 
insurance, the total premiums col- 
lected should represent approximately 
the amount of the average fire cost of 
the risks of thut group or class, and 
that in order to collect this amount 
the percentage rate must vary accord- 
ing to the amount of insurance car- 
ried. 

No one can question the right of the 
property owner to carry whatever 
amount of insurance he chooses; but, 
on the other hand, no one can ques- 
tion the right of the insurance com- 
pany to adjust its rates in such a 
manner as to collect from the prop- 
erty owner the full cost of carrying 
the risk. The insurance company, 
with the manufacturer and merchant, 
cannot sell any portion of its product 
at less than cost without collecting 
more than the cost on the balance. 
Therefore, if with the manufacturer 
and merchant, the insurance company 
can adopt any method, either on its 
own account or by agreement with its 
competitors, which will prevent this 
inequality in prices, itis its duty to 
do so. 

Inasmuch as the larger portion of 


+ There is another point of view from which 
this question may be considered. Suppose the 
owner of the $5,000 building, taking into consid- 
eration all the elements of fire hazard surround- 
ing the risk, concludes that in the event of a fire 
the loss will not exceed $3,000. He reasons there- 
from that his risk of loss wiil be practically cov- 
ered by $8,000 insurance. The owner of the 
$50,000 building likewise concludes that in the 
event of fire the loss will not exceed $3,000, on 
account of superior construction. Healso takes 
$3,000 insurance. The question then is what 
should be the percentage rate of insurance on the 
two buildings? Should it be 1 per cent. in case 
of the $5,000 building and one-tenth of | per 
cent. in case of the $50,000? Manifestly not, for 
the risk to the company is substantially the same 
in both cases. In event of fire the loss likely to 
be incurred is about equal. Therefore the rate 
for the two buildings should be nearly alike not- 
withstanding the superior construction of the 
$50,000 building. This again illustrates that the 
amount of insurance carried is the centrolling 
factor in determining what the rate shall be. 


risks are insured in two or more com- 
panies, if is necessary, whatever 
method is adopted, that it should be 
done by agreement between compet- 
ing companies. There are over 200 
stock fire insurance companies doing 
business in America, and all of these 
companies are frequently required to 
carry the insurance ona single risk. 
It would be a simple matter where 
one company is interested in a partic- 
ular risk, for it to adjust the per- 
centage rate to sucha figure as would 
yield enough premium to cover the 
cost, but where there are two or more 
companies, particularly where there 
are 200 or more companies, the mat- 
ter of adjusting the rate can only be 
done by agreement. The 200 compa- 
nies, in adjusting the percentage rate 
to such a figure as would yield enough 
premium to cover the cost, must act 
as one company. 

The question of equalizing rates and 
collecting from the insured an amount 
equitably apportioned to the cost of 
carrying the risk, is one which has 
been given much consideration by fire 
insurance companies. While a _ per- 
fectly scientific method has never yet 
been reached, practical principles of 
equalization do largely prevail in the 
business today. Speaking broadly, it 
is a well-known fact that the business 
of the companies as a whole is subject 
to readjustment from year to year or 
from period to period, in accordance 
with the fluctuation in cost, that is in 
the fire loss. If the fire loss increases 
the percentage rate is readjusted on 
a higher basis; if the loss decreases, 
on a lower basis; and the principle 
governing the readjustment is the 
same whether it occurs by mutual 
agreement or as the result of compe- 
tition. These readjustments in the 
percentage of rate occur irrespective 
of any change in the amount of insur- 
ance. The increased or decreased 
fire cost can not be met by selling 
more or less insurance at the same 
rate; only by selling the same amount 
of insurance at a higher or lower rate. 
The rates of the companies must yield 
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more or less income without any in- 
crease or decrease in the sum at risk. 

This readjusting of rates to cost also 
takes place within prescribed sections 
and upon selected classes of risks, and 
to an increasing degree upon indi- 
vidual risks, not always scientifically 
nor with exact justice, but as nearly 
so as all the circumstances combined 
willallow. The selection and rejec- 
tion of risks at the market rate is 
merely an expression of the under- 
writer’s opinion that the percentage 
rate to the amount insured is not suf- 
ficient to cover the fire cost of the risk. 
And this is likewise true of the pro- 
hibition of certain classes. 

Now all of these may be crude or 
unscientific attempts at judging the 
fire costs of risks, but they are, never- 
theless, attempts; and as such area 
recognition that the percentage rate 
to amount insured does not always 
cover the fire cost of the individual 
risk. 


The most scientific method of equal- 
izing fire insurance rates, the plan 
which most nearly approximates ex- 
act justice and therefore sound eco- 
nomics, is through the use in the pol- 
icy contract of what are variously 
known as co-insurance, percentage 
guaranty, equalization and rate reduc- 
tion clauses. The aim and effect of 
these clauses is to grade the percent- 
age rate according to the amount of 
insurance carried, in order to cover 
the cost of carrying the risk. As has 
been clearly shown in the illustra- 
tions, this question of cost may be se- 
riously affected by the amount of in- 
surance carried. 

It is clear that the insurance com- 
pany cannot dictate what amount of 
indemnity the property owner shall 
carry upon his risk. How, then, can 
the company cover the cost of insur- 
ing the risk of the property insured 
for less than value? Manifestly in 
but one way, a readjustment of a rate 
upon a higher basis; a gradation of 


the percentage varying with the 


amount of insurance. 

The co-insurance, percentage guar- 
anty, equalization and rate reduction 
clauses accomplish this result. 'They 
grade the rate according to the amount 
of insurance, and therefore are in ac- 
cordance with true economic princi- 
ples of fire insurance rating. 


TRUSTEES AND INSURANCE COMMISSIONS. 


Men engaged in the mortgage loan business are 
pretty apt to have themselves named as trustees 
in the trust deeds securing loans negotiated by 
them. The trustee also places many of the re- 
newals of insurance on the modrtgaged property 
during the life of the loan. He or his firm 
usually has a standing arrangement for com- 
missions with one or two favored insurance com- 
panies. These commissions furnish a not in- 
considerable fraction of the profits of some firms 
in these loan days. 

The law is perfectly clear that no trustee has 
any right to make a profit out of the trust with- 
out the knowledge and consent of the person he 
represents. The borrower is usually bound by 
the terms of his loan to keep the premises insured. 
If the trustee places the insurance for him with- 
out any agreement about commissions there is 
no doubt whatever that the borrower is entitled 
in law to all the profits which the trustee makes 
out of the transaction. It is the duty of the 
trustee to place the insurance as cheaply as pos- 
sible, and he has no shadow of legal right to re- 
tain the discounts allowed him by the insurance 
companies. How many trustees obtain the con- 
sent of the borrower to the retention by them of 
the commission on insurance renewals? Not 
one inten. Probably not one in fifty. 

A man named as trustee in a trust deed is just 
as much bound to administer his trust for the 
best interest of the person who appointed him 
as is the trustee of a life insurance company or 
the director of a bank. Nine-tenths of the re- 
newals of insurance made by mortgage loan 
houses involve the retention by the trustee of 
money for which he is legally accountable to his 
customers. The trustee is often merely a mem- 
ber of a brokerage firm; sometimes, perhaps, a 
salaried employe. This does not make a particle 
of difference. Borrowers whose insurance re- 
newals are placed by the trustee or his firm can, 
if they choose to take the trouble, compel the 
firm or trustee to refund every cent of commis- 
sions retained without authority. The expertl- 
ment may cost something in attorney’s fees, but 
it might be worth the trying. Lllegal customs of 
this character exists by sufferance because no- 
body is public-spirited enough to challenge them. 
—Real Estate News, Chicago. 
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LIFE INSURANCE AS PRESENTED IN THE PUBLIC PRINTS. 


One noteworthy outcome of the life 
insurance investigation is the great 
increase in the output of insurance 
literature in secular’ publications. 
There was a time not very long ago 
when it was almost impossible to in- 
terest magazines or newspapers in the 
insurance question, unless they were 
paid for taking this interest. But 
there has been a great revolution and 
the mediums of public opinion and in- 
formation find that they can no longer 
ignore insurance. Indeed, spurred on 
by the sensational developments, they 
are only too eager to take it up as 
philanthropists and friends of the 
public. Or, (ignorable thought) is their 
desire merely to increase their circu- 
lation? 

However, let us not quibble about 
motives, but interest ourselves in the 
intelligence and spirit with which 
this outside discussion is conducted. 
The ‘‘World’s Work,”’ a magazine of 
great worth, devotes its April number 
to what it calls a ‘‘policyholder’s man- 
ual, a complete guide for the policy- 
holder of life insurance and how to 
purchase it.’’ Fifty-eight pages are 
devoted to life insurance. The range 
of the discussion may be inferred 
from the following titles of the arti- 
cles: 


The Insurance Revolution. 

Changes in the Big Three Companies. 
Life Insurance as a profession. 

The Meaning of Insurance Words. 
The Cheapest Insurance. 

The Kind of Policy to Buy. 

The Deception of ‘‘ Prize” Policies. 
Surrendering and Exchanging Bad Policies. 
Personal Experience of Policyholders. 
Rich Men’s Insurance. 

How the States Supervise Insurance. 
What Companies to Insure in. 


It will thus be seen that current day 
questions are pretty wellcovered. A 
reading of the articles indicates as a 
whole a purpose running throughout 
to deal with the insurance situation 


fairly. There are many crude thoughts 
and expressions which indicate a su- 
perficial study and knowledge. 

On the other hand many illuminat- 
ing facts are presented in forceful 
language. One article entitled ‘‘Life 
Insurance as a Profession,’’ we repro- 
duce in this number, because it deals 
with what is likely to be a vital out- 
come of the agitation, namely, the im- 
provement in the field representation 
of life insurance, elevation in the char- 
acter of the agent, the professionaliza- 
tion of life insurance soliciting. 

The ‘‘professional’’ life insurance 
agent will more than ever play his 
part in the business, notwithstanding 
that some think life insurance agents 
are an incumbrance. This does not 
mean that a new type of agent is com- 
ing into the field to represent the in- 
surance companies. The type is al- 
ready there, trained and ready to take 
the place of those who are not able to 
to meet the higher ethical standards 
which public opinion will demand. 
The writer of this article has a fairly 
wide acquaintance with business and 
professional men, and does not hesti- 
tate to say that life insurance men 
rank with the best in any business or 
prfession. Indeed the very difficulties 
of the business, the disagreeable feat- 
ures of competition, created by the 
kind of agent which has helped to 
bring discredit upon the business, has 
helped to make the men of real char- 
acter and integrity. 

Let us not, however, delude our. 
selves into the idea that we are going 
to get rid entirely of the discredit- 
able agent. There are always men 
who are willing to deceive and plenty 
who invite deception. But with a more 
effective prohibition of rebating, a 
cutting down of commissions and 
more public discrimination, there 
should be a marked improvement in 
agency representation. 
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CAN LIFE INSURANCE BE SOLD WITHOUT THE AGENT ? 


Application has been made in Massa- 
chusetts for a charter for a stock 
company capitalized at half a million 
dollars to write life insurance without 
agents, ‘‘over the counter’’ as ex- 
pressed by its promoters. In order to 
draw astream of voluntary applicants 
to its counters, to provide sufficient 
business to warrant an investment of 
half a million dollars, the half-mil- 
lion and much more beside would 
have to be spent in some way in stim- 
ulating an interest sufficient to bring 
about this result. If the money were 
not spent in agents’ commissions, it 
would have to be spent in some other 
way. The net resalt would probably 
be about the same. It would cost the 
company on the whole about as much 
to do its business through advertis- 
ing. That, at least, seems to be the 
experience of those who have thus 
far pursued the advertising plan. 

We would, however, like very much 
to see this counter proposition tried. 
So many people have said they 
thought agents were not necessary, 
that there should be enough with 
‘‘faith’’ to put up the half-million dol- 
lars necessary to make the experi- 
ment. 

It might ‘‘safely’’ be tried by a few 
philanthropic millionaires. Let them 
put up their five hundred thousand 
dollars, invest it in conservative se- 
curities earning 4 or 5 per cent., then 
establish a modest office in the busi- 
ness section of a city like Boston, with 
a properly compensated manager to 
write the policies and a medical exam- 
iner tocertify therisks. It is possible 
that during the course of a few years, 
not the first year, but say from the 
fifth to the tenth, there might be 
enough acceptable applicants to pay 
the cost of rent and salaries. We 
would like nothing better than to 
be employed and have a salary guar- 
anteed so that we might during the 
next four or five years silently and 
thoughtfully wait for the public to 


come and do business over our count- 
ers. 

The editor of this magazine being 
possessed of the idea, from what had 
been said, that there was a burning 
demand on the part of the public for 
information in regard to life insur- 
ance, and that personal solicitation 
was no longer necessary, by way of 
experiment put the following adver- 
tisement in a Boston paper: 

Practical Life Insurance Talks. 


Publication Office of Insurance Economics. De- 
partment of Education. Independent experts 
not connected with any company; 36 and 19 years 
in business. Mail or interview, etc., etc. 

The paper selected was one care- 
fully read, reaching the homes of well- 
to-do people likely to be interested in 
insurance. The advertisement was 
continued for four weeks. The paper 
has our money, we have the experi- 
ence. Inthe sum total the advertis- 
ing has paid, indirectly as all adver- 
tising does pay, butit has not brought 
a single eager applicant direct to this 
office. 

This test, of course, is not a com- 
plete one. We merely cite it as indi- 
cating that even in this feverish state 
of public opinion this advertising does 
not attract the kind of attention nec- 
essary to insure direct application for 
information. Practically all the ad- 
vertising that has ever been done in 
life insurance has been merely to pre- 
pare the way for the subsequent visit 
of the insurance solicitor. In any 
event we are not sanguine that there 
is any plan by which life insurance 
can be written and produced more 
cheaply than through agents. 





NOT LIKE SAVINGS BANKS. 

It is difficult to draw any satisfactory line with 
reference to investments in negotiable bonds. 
It would not be advisable to restrict the invest- 
ments of life insurance companies in the same 
manner as those of savings banks. The securi- 
ties available for investment under such limita- 
tions would not be large enough in amount to 
furnish a sufficient field for the profitable invest- 
ment of the large accumulations of insurance 
corporations. It has been feared that such a 
restriction would prove to be too severe and 
might operate so far to increase the demand for 
the favored securities as to preclude a satis- 
factory rate of income.— Armstrong Investigat- 
ing Committee. 
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POSITION OF THE MUTUAL BENEFIT IN THE PRESENT CRISIS. 


President Frederick Frelinghuysen to Policy-Holders. 


The revelations of the investigation 
disturbed public confidence in life in- 
surance, and we probably suffered 
somewhat from a general distrust in 
all companies, but it was more than 
made up by the discrimination of the 
more intelligent and discerning pub- 
lic. The principles of annual divi- 
dends, of small expenses, of isolation 
from other financial institutions, of an 
absolute and simple fiduciary admini- 
stration of the company have been 
more than endorsed, not only by the 
public, but by every committee which 
has sought thoroughly to reform the 
business of life insurance. We have 
always held to no partnership with 
trust funds, and it has saved not only 
our individual, but our company’s 
good name. 

Rebating has been even more suc- 
cessfully controlled than formerly by 
this company. With smaller commis- 
sions than any other company,and sim- 
ilarity of agency contracts through- 
out, and with no bonuses to agents, re- 
bating can be done only at the cost of 
the agent, as the company gets its 
premiums, less the regular commis- 
sion, in every case, and does not, di- 
rectly or indirectly, make any allow- 
ance for, or what could be used for, 
rebating. 

During this year of extraordinary 
excitement and of difficulty in doing 
business, some of the more conserva- 
tive companies have departed from 
their custom, and have been offering 
their agents as high as 75 per cent. 
commissions on their business. Our 
business has been done without any 
change in our commissions to agents, 
and without any effort on the part of 
the management to increase the busi- 
ness, beyond our usual energy in its 
conduct. Theincrease as stated is the 
natural result of a good name and fair 
dealings becoming better known, 
rather than the result of any unusual 


effort or of any sacrifice of the inter- 
ests of our policyholders. 

Great as has been the excitement, 
reaching into remote regions where 
the discrimination between companies 
was not so readily made, and great as 
has been the tendency of the insuring 
public to lose confidence in all life in- 
surance, our payments for surrend- 
ered policies out of $364,000,000 of in- 
surance in force at the beginning of 
1905 have increased this year over 
the previous year by only $183,000, 
evidencing a confidence among our 
policyholders gratifying to the man- 
agement, but fully justified bY those 
who know of our internal affairs. 

The disturbed conditions in life in- 
surance will doubtless soon subside, 
and good come of the disturbance. It 
may be safely said that life insurance, 
its theory and its honest administra- 
tion have passed through the ordeal 
unscathed, and that men, rather than 
life insurance have been found want- 
ing. When fidelity and honesty and 
wisdom have been applied to the busi- 
ness, the policyholders have pros- 
pered. 

Lower rates of premium are agi- 
tated at this time, as to the casual 
observer it would appear that the 
companies have had more money than 
was necessary. A fair loading for a 
safeguard against expenses and losses 
is a necessity for safety, and a faithful 
administration of the funds, returning 
the savings annually to the policy- 
holder, reduces the expense of insur- 
ance to the policyholder, and assures 
to the company ample means for its 
conduct, available in an emergency, 
but returned so far as a faithful ad- 


ministration will allow. Trusteeship 
without accountability, invariably 
leads to extravagance and waste. The 
unnecessary withholding of dividends 
leads to uncertainty as to what has 
accrued, and unaccountability to the 
survivors. 
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This company having adhered to 
the annual dividend plan and never 
having gone off after the Tontine 
scheme by which dividends are left in 
an unknown and unaccountable con- 
dition occupies today the leading posi- 
tion and is the largest purely annual 
dividend company. It has no changes 
to make in its practices and continues 
to account annually, accurately and 
exactly for all its receipts and dis- 
bursements. 





ENDOWMENT INSURANCE. 











The curious saggestion is now being 
advanced that life insurance compa- 
nies should properly confine their 
writings to death insurance—that is, 
to insurance payable upon the death 
of the insured. Instead of taking en- 
dowment insurance, the advice is that 


the purchasers of those policies had ' 


much better invest their money else- 
where. 

There does not seem to be any good 
reason why life insurance companies 
should not continue to issue life as 
well as death insurance, that is to 
say, insurance payable during the life 
of the holder. There is just as great 
an economic benefit in a group of men 
combining together to provide by 
agreed annual contributions for the 
payment of fixed sums to surviving 
members at a certain period, as for 
the same group of men to provide the 
payment of fixed sums to their bene- 
ficiaries at death. In other words, a 
man hasa duty to himself and the 
community, to insure against want in 
old age, even as he has to insure his 
family against want in case of his un- 
expected death. 

There is but one way to provide 
old age insurance and that is through 
some form of endowment; that is to 
say, a plan by whicha group of men 
agree to pay each year a sum of 
money sufficient to provide a fixed 
sum for all of those who survive at 
the end of a certain period. The pay- 


ments of those who die in the mean- 
time help to reduce the cost to those 
who survive, and thus provide an old 
age fund, which cannot be produced 
so cheaply in any other way. The 
annuity, which accomplishes the same 
purpose, is an application of the en- 
dowment principle. 

We are very sure that those who 
understand endowment insurance, 

' ‘ 

what it means and what it provides, 
will continue to demand this kind of 
a policy, probably not so much in se- 
curing the payment of a bulk sum, as 
an instalment or annuity for a fixed 
number of years or during the survi- 
val of the annuitant. It may be that 
the purchase of endowment insurance 
in connection with straight life insur- 
ance will gradually go out of vogue, 
bat the varied forms in which the en- 
dowment idea can be applied to pro- 
vide for a multitude of contingencies 
will, we feel sure, be continued and 


the demand for this kind of a contract 
will constantly grow. 


LOWER COST FOR NEW BUSINESS. 

‘“‘A certain normal amount of new insurance, 
proportioned to the size of a company, is neces- 
sary to its healthy growth and to a maintenance 
of its vitality gain, which is the chief element of 
its annual saving. The problem of how to get 
this necessary amount of new business at the 
least cost is the one whieh is chiefly occupying 
the minds of all who ure in charge of the busi- 
ness of life insurance.” 

‘There is every reason to hope that the atten- 
tion which is now being given to the whole sub- 
ject of life insurance will result in diminishing 
the competition for an abnormal volume of busi- 
ness which has heretofore existed amongst the 
large insurance companies, the immediate result 
of which will be the lowering of the cost of pro- 
curing new business to both large and small 
companies.—Annual Report New England Mu- 
tual Life. 


THREATENED MORTALITY, 
Editor of the Journal: 

Congratulate you on the sane and level-headed 
course you have pursued throughout the late in- 
surance hurricane. Judging by some of your 
contemporaries the American people are all 
“ dumb ijits”’ (that’s a good old New England 
expression, isn’t it?), and the recommendations 
of the Armstrong committee are not worth a 
dam (tinker’s). Which makes one reflect sadly 
over the coming sudden decease of many of said 
contemporaries in the near future, over whose 
remains the Coroner’s verdict will probably be 


** Suspended circulation”! 
Life Agent. 
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LIFE INSURANCE AS A PROFESSION FOR SOLICITING AGENTS. 


LEROY SCOTT IN THE *f WoRLDS WorK.”’ 





At the end of the long-armed sys- 
tems of the Hydes, the McCalls, the 
McCurdys, and their like, there was a 
deft, pocket-dipping hand. That hand 
was the agent. He wasa mixture of 
the royal good fellow, the hypnotist, 
the sleight-of-hand performer, the 
poet, and the genial pirate; and which- 
ever of these constituent parts would 
be most effective with a certain type 
of customer, that part instinctively 
assumed temporary command over 
him. He charmed you with his per- 
sonality, till you couldn’t say no; he 
manipulated figures with the skill and 
innocence of a pea-and-shell man, and 
you put down your money; he boarded 
you unaware, battered you down with 
his booming statements, and leaving 
you dazed and helpless carried off his 
loot in the shape of a signed applica- 
tion for a policy; with his gilded 
words he built you castles in the air, 
which seemed so real to you that you 
hastened to pay him rent in the form 
of a commission; or good fellow, hyp- 
notist, juggler, pirate, poet, all charged 
upon you at once, and you yielded to 
numbers. 

This agent was the product of the 
companies’ system and of the public’s 
willingness to be hypnotized. On the 
one side were the companies, offering 
him perhaps 30 per cent. of the first 
premium on straight life insurance, 
and 75 or 100 per cent. of the first 
premium on the deferred dividend en- 
dowment policy, and urging bim to 
sell this variety. On the other side 
was the public, believing in life insur- 
ance, regarding it as a mystery, forced 
by its ignorance to put its trust in 
the agent, ready to buy whatever the 
agent advised. 

In this situation what was the agent 
to do? He was human, and he did 
the human thing—he advised and sold 
the policies that the companies urged 
him to sell, the ones that gave him 


the largest profit. He either knew he 
was selling goods that were not frank 
and open, and that he was not selling 
them in a frank and open way, or he 
had hoodwinked himself into believing 
them all right. He may have been, 
probably was, of average morality in 
the beginning, but after a period of 
such salesmanship his conscience had 
been deluded, lulled to sleep, or evicted. 
If he had thrust his head into the 
sand to keep from seeing dishonesty, 
he tried to keep it there. 

An agent of one of the conservative 
companies once tried to demonstrate 
to a friend who was an agent for one 
of the three ‘‘racers’’ that some of the 
policies he sold were not strictly ‘‘on 
the level.’’ The ‘‘racer’’ agent brushed 
the other away with a fruntic ges- 
ture. ‘‘For God’s sake, don’t talk to 
me!’’ he cried “‘The way I’ve got 
these things in my head they’re all 
right, and I don’t want to see them 
any other way.’’ 

The agent so produced felt respon- 
sibility to his company and to himself, 
but little or none to his client. He 
did not find out his client’s circum- 
stances, or the object for which the 
client wished insurance, nor did he 
advise the policy that would fit the 
situation. He advised the policy he 
desired to sell. 

A newly married young man, with 
his fortune to make, wanted insur- 
ance as a protection to his wife in case 
of his early death. He outlined his 
desire to an agent, and the agent very 
gravely advised a high-priced endow- 
ment policy with gilded trimmings. 
The young man bought it—and as he 
was ignorant of rebating he paid the 
whole of the first premium—and has 
kept himself poor ever since paying 
the premiums; whereas, had he 
bought the low-priced straight life in- 
surance that he wanted, he could have 
added a considerable amount each 
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year to his business investment. The 
young man is wiser now; he does not 
love that agent, and sends no insur- 
ing friends to him. 

The agent, to effect a sale, often 
surrounded the policy he offered with 
the glittering seductions of a bargain 
sale. A man who was trying to get 
$20,000 worth of insurance at the best 
possible rate, fell into the clutches of 
one of the shrewdest of the shrewd. 
They had a long talk, and the agent 
said he’d try to get some ‘‘concession’’ 
from the president. When he saw 
the man again, he submitted, with the 
appearance of excited triumph, an 
offer ‘‘directly from the president”’ 
that included a ‘‘confidential’’ rate 
and special provisions that were made 
only in ‘‘certain prominent cases.”’ 
The man eagerly swallowed the bait. 
Three years later he discovered that 
insurance identical with his ‘‘bargain’’ 
could have been bought in a conserva- 
tive company at the regular rate for 
$130 less in premiums a year. 

The agent who had evicted his con- 
science did not hesitate to swindle 
his client by selling him one kind of 
insurance when the client had asked 
for another. A prospective insurer 
who wanteda twenty-payment life 
policy, after a discussion with an 
agent decided that the rate was higher 
than the condition of his affairs at 
that time would permit him to pay. 
‘*In that case,’’ the agent said glibly, “ 
we have a ‘special’ policy that offers 
you the same protection at a much 
lower premium.’’ The man took the 
policy. Several years later he chanced 
to boast before another agent of the 
low rate he was paying. ‘‘Why, at 
that price it can’t be a twenty pay- 
ment life!’’ declared the agent. This 
led to an examination of the paper, 
and the man discovered he had a plain 
life insurance policy, dividends due at 
the end of twenty years, on which he 
would have to pay premiums till he 
died. He had been deceived by the 
agent’s words and by the phrase 
printed on the policy, ‘‘Twenty-year 
Dividend Period.”’ 


Making such large commissions, it 
was impossible for the agent not to 
rebate. If a prospective customer, 
after being subjected to the agent’s 
best oratory, still held back, what 
was more natural than for the agent 
to offer the customer a share of the 
commission as an inducement? Re- 
bates are illegal, but agents have 
found no more difficulty in evading 
the statute than railroads and big 
shippers in evading the railroad re- 
bate law. The methods of concealing 
rebates form one of the curious inner 
chapters in the history of life insur- 
ance. To take the client’s check for 
the full amount of the first premium 
and to hand him back the rebate in 
cash; to take check or cash for the 
amount actually to be paid and a note 
for the amount to be rebated, and 
then to destroy the note before the 
client’s eyes—these are both common 
methods. But the ingenious agent 
varied his method to suit each new 
situation; a single instance will serve 
to suggest the endless evasions that 
were extemporized. 

A fertile-minded agent, now one of 
the widest known life insurance offi- 
cers in the country, was trying to sell 
a client a policy on which the agent’s 
share of the first premium was §],- 
500. The client desired the policy, 
but he wanted a rebate of $1,000, and 
this the agent was willing to give. 
The agent was casting about in his 
mind for some method of hiding the 
rebate, when the office cat—they were 
in the client’s office—chanced to rub 
purringly against his leg. He looked 
down at the cat—and his method was 
ready. 

‘‘What a beautiful Angora cat!’’ he 
exclaimed gravely. ‘‘My wife loves 


cats. She’d be tickled to death to 
have that one. I'll give you $1,000 
for it.’’ 


The client assented, and the policy 
wastaken. Receipts were exchanged, 
the cat was caged in the waste basket 
and wrapped up, and the agent went 
away with tabby under his arm—and 
no rebate law could touch him. 
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It may be said in passing that there 
is another side to the rebate question 
—often the insurer has been sharper 
than the agent. One man took out a 
$10,000 policy and received a receipt 
for two years’ premiums; in exchange 
he gave his note, payable in eighteen 
months, for 85 per cent. of the pre- 
mium for the second year. Many 
crafty persons have taken out large 
policies, paying 10 per cent. or less of 
the first premium; at the end of the 
year they have given up the policy 
and taken one in another company, 
paying asimilarly smal! percentage of 
the premium; at the end of the sec- 
ond year they have ‘“‘twisted’’ to a 
third company—and so on, with the 
result that they have secured for sev- 
eral years insurance at a merely nom- 
inal cost. 

So long as life insurance remained 
a mystery, so long the people were 
gullible and this type of agent pros- 
pered. But now the people know at 
least some elementary facts about life 
insurance; they are going to scrutinize 
policies, they are going to know what 
they are buying. What are these 
agents going todo in the present en- 
lightened situation? Their actions 
have already partly answered this 
question. Some have dropped out of 
sight; some have left the companies 
whose reputations have been smirched 
and entered the employ of the conser- 
vative institutions; some, while con- 
tinuing to represent their companies, 
find that the clients they turn up will 
not buy the insurance they once sold 
so readily, and they privately take 
this business to conservative compa- 
nies that will give them a commission 
upon it; some are saying, ‘‘We’ve 
cleaned house—we’re all right now,”’ 
and are seeking business upon an 
honest basis; and some, believing, as 
corrupt politicians believe, that re- 
form waves soon pass and are followed 
by quiet weather, are keeping on in 
the old way, looking hopefully to the 
future. 

But the troubles of the agent who 
persi-ts in the old methods are not 


over—and are not likely to be over. 
The public may have a short memory 
in public affairs; the municipal, state, 
or national purse may be looted, there 
is a flurry, and then all may be for- 
gotten. Butin its private affairs the 
public does not forget. Its private 
purse has been looted, and it is going 
to see that its purse is not looted 
again. The agent is going to learn 
that he must either ‘‘get good, or get 
out.”’ 

This new condition of affairs de- 
mands a different type of agent. The 
agent of the future will bea reproduc- 
tion of the good agent of the past—for 
while the shifty, rebating agent has 
been selling the policies most profit- 
able to himself, numbherless agents 
of the conservative companies have 
been doing business according to 
honorable methods. The type of 
agent who has helped bring upon life 
insurance its present discredit, be- 
longs in the class of the quack doctor 
and the shyster lawyer; the agent of 
the future must be in the class of the 
reputable doctor and lawyer, and 
must deserve to be there. Or perhaps 
to say that his function will be like 
that of an advertising agent will sug- 
gest his career. A reputable adver- 
tising agent places advertising for his 
clients in the places where they will 
produce the best results. His effort 
must be in the interests of his clients. 
In brief, the business of selling life in- 
surance must be raised to the level of 
a profession. 

The new agent must of course thor- 
oughly understand the life insurance 
business. This, however, isa qualifi- 
cation that even the clever shyster 
possessed; the high-class agent must 
have additional qualities. To begin 
with, he must be worthy of the con- 
fidence of his clients, and have a repu- 
tation as a man who can be implicity 
trusted. It is as necessary for the 
agent to know the financial condition 
of the client and the object for which 
the policy is desired, as it is for a 
lawyer to have the facts of a case, or 
for a physician to be told the history 
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and symptoms of a disease—and only 
the agent who is known to observe 
‘‘professional secrecy’? can expect 
such confidence. When theagent has 
been told all he requires, he is in a 
position to diagnose the case, and to 
prescribe the variety of policy and 
amount the client can safely carry. 

The agent must be an all-arourd 
man of affairs—and here is one of the 
most necessary requirements of an 
agent of professional rank. If he 
does not have a general knowledge of 
the business of bankers, merchants, 
manufacturers, professional men, work- 
ingmen, etc., he is not qualified to listen 
intelligently to his clients and to pres- 
cribe just the policy that best fits the 
client’s situation. The agent must 
not only see that the client gets the 
policy that is desired, but he must 
see that the client thoroughly under- 
stands the policy. One agent—there 
may be many who: do this—not con- 
tent with explaining the policy orally 
to the client, sends a ietter with every 
policy that translates into ordinary 
English all the essential points of the 
document. 

‘‘T never try to mystify or muddle 
a client,’’ said an agent of this type, 
when asked to explain the methods 
that had made him successful. ‘“‘I 
give my client what he ought to have, 
and make him understand exactly 
what he is getting. There are no cut 
prices; every man gets the same deal. 
My services are at the disposal of the 
poor man at the same rate as to the 
rich—with the difference that the 
man wanting a $1,000 policy comes to 
me, while I go to the $100,000 man. 
I’m an expert, but I’m as cheap to the 
poor man as the book-agent type of 
insurance man with fringes around 
the bottom of his trousers. I know 
my business from the ground up. I 
talk solar-plexus blows, and I hustle 
as if today were my last day—but I 
never advertise. At the annual meet- 
ing of the company, and whenever 
else it is necessary, I fight for the in- 
terests of my clients. My clients 
know all this, and in consequence my 


business has grown up as the practice 
of a skilful and reputable physician 
grows. The physician cures a patient; 
that patient comes back, and sends 
other patients. When my clients 
want additional insurance. they come 
back; when they hear a friend say he 
is thinking about insurance, they tell 
him I’m the man he wants to see. 
And so my business grows fatter and 
fatter.’’ 

The agent of this type has long been 
feared by the agent of the other sort. 
Some time ago an agent for one of the 
three ‘‘racers’’ learned that this man 
was in competition with him for the 
business of a man who wanted a $100, - 
000 policy. The ‘‘racer’’ rushed to his 
general agent. ‘‘See here, you’ve got 
to help me,’’ he said. ‘‘Mr. So-and- 
So is after that man, and has given 
him a statement in figures and they’re 
better than mine. What shall I do?’’ 

‘*My boy,’’ said the general agent, 
“look for another client.”’ 

Such, briefiv, will be the agent of 
the future—if the public wants him. 
If the public, remembering what it 
has learned, will demand ‘‘honest 
goods,’’ honest methods, expert ad- 
vice, it will get them all. It’s ‘‘up 
to’’ the public. 


NEW ACCIDENT POLICY. 


The Preferred Accident has issued a new pol- 
icy which it calls “advanced disability,” and 
which has a number of special features, among 
which are the following: 

Weekly indemnity is paid during the conva- 
lescent period under the health benefit clause. 

The quarantine benefit is payable if confined 
on ship or in house even though there is no sick- 
ness of crew or family. 

The health insurance in lieu of the first 15 days 
of omission is continued for 15 days after lapse 
of the accident benefits. 

The policy does not require accidental death, 
loss of limb or sight to occur with the usual 90 
days’ limit, but any time within 200 weeks’ dis- 
ability. 

Beneficiary is insured for 
weekly indemnity. 


7,500 and also for 


NATIONAL CONTROL OF CORPORATIONS. 


The national government must in some form 
exercise supervision over corporations engaged 
in interstate business—and all large corporations 
are engaged in interstate business—whether by 
license or otherwise, so as to permit us to dea 
with the far-reaching evils of over-capitalization. 
—Theodore Roosevelt. 
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ARMSTRONG LEGISLATION : EFFECT UPON SOLICITING AGENTS. 





WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY SAMUEL DAVIs. 


Now that the Armstrong legislation 
has been enacted into law, and there 
is no longer doubt that its provisions 
in regard to expense and the amount 
of money which may be expended for 
procuring new business will be binding 
upon all companies desiring to trans- 
act business in New York, the life in- 
surance solicitor is anxiously consid- 
ering the effect upon his personal for- 
tunes. 

There is considerable irony in his 
reflections as he remembers that while 
it was the unbridled ambition of the 
executive officers in the companies 
which have borne the brunt of the ex- 
coriating criticism of all classes of 
people,—when the account is finally 
made up in the culminating legisla- 
tion, the agent finds that his compen- 
sation alone is limited and cut down, 
and the salaries of officers remain un- 
touched. 

The writer heard with astonish- 
ment three officials whose salaries in 
the aggregate amount to $180,000 per 
annum, declare in an apologetic fash- 
ion to the legislative committee at 
Albany, that they had no practical 
knowledge of the life insurance busi- 
ness and therefore must ask the mem- 
bers of the committee to reserve their 
questions for the subordinates who 
were actually acquainted with the 
details. The bitter incongruity of 
such a state of affairs is apparent 
without further comment. 

However, it is undoubtedly true, 
that the ultimate consequences of the 
revolution which 1s now taking place 
in life insurance, will result in per- 
manent good to the honest field man 
who adopts insurance as his life work 
and not asa temporary makeshift. If 
seems to me that it is profitable at 
this point to indulge in a retrospect of 
the last 30 years in life insurance his- 
tory, and consider other critical 
periods. 


Before the year 1860 life insurance 
did not occupy a conspicuous place in 
our economic life. For the next 25 
years its history was an eventful one. 
The great Civil War had put the coun- 
try’s economic conditions into dark- 
ness for five years. When reconstruc- 
tion began, after peace was: declared, 
the country entered upon an era of 
wild booms and inflation which cul- 
minated in the panic of 1873. An in- 
surance writer says of this period that 
during the years which immediately 
followed the close of the Civil War 
the life insurance business grew with 
unexampled rapidity. The social dis- 
orders of the day begat an anxiety 
for the future, and directed earnest 
attention to institutions which gave 
promise of exceptional security. 

The general government by its fi- 
nancial administration, and especially 
by its issues of paper money furnished 
a powerful stimulus to the speculative 
tendency in life insurance, as in every 
other branch of business. New com- 
panies were established in great num- 
bers, new plans and features were de- 
vised. The insurance reports of that 
time reflect in a high degree the ficti- 
tious prosperity of the period of infla- 
tion. The yoar 1874saw the beginning 
of great industrial depression, accom- 
panied with widespread commercial 
disaster. From 1874 to 1879 about 50 
national banks went into liquidation 
with liabilities of $16,000,000. In 
Massachusetts 18 savings banks failed 
entailing a loss of $2,000,000. There 
were similar losses on railroad securi- 
ties and an immense amount of real 
estate was sold under foreclosure. 

In this general overturn of values, 
life insurance did not escapé. Nine- 
teen companies of the South and West 
went under, and 11 New York compa- 
nies were put into the hands of re- 
ceivers. Careful estimates then made 
showed that the deficiencies of the 
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failed companies were not more than 
one per cent. of the total receipts of 
all companies since organization, 
nevertheless it was true that compa- 
nies holding about 9 per cent. of the 
entire life insurance accumulations of 
the country either failed or ceased to 
transact new business during those 
years. The following extract from 
the Insurance Monitor, of February 
1878 gives a vivid description of the 
situation. 

For more than two years the press of the 
whole country has rung with the stories of life 
insurance failures. A war more relentless and 
cruel in it effects has seldom been waged against 
any commercial interest; nor seemingly with 
greater cause. Public confidence in the business 
has everywhere been shaken to its depths. 
Courts, officials and legislators have been driven 
by the prevailing sentiment into an organized 
crusade against it, and this ill-starred movement 
has entailed a greater loss than all the previous 
company failures that have ever taken place in 
the history of American life insurance. The 
greatest danger to life insurance just now is not 
depreciated securities nor excessive expendi- 
tures nor fraudulent management; it is blind 
legislation, official interference and loss of pub- 
lic confidence. The policyholders’ worst ene- 
mies are their professed friends who lend aid in 
denouncing without knowledge or discrimina- 
tion, the mal-administration of the business. 

This was written nearly 30 years 
ago, but much of it has a strangely 
familiar sound. Wouldn’t it seem 
that the agents of that day had vastiy 
more to face in re-establishing public 
confidence than confronts us in the 
present? The aggregate new business 
of the companies reporting to the 
New York Insurance Department fell 
off about 50 per cent. from 1874 to 1879 
while the total insurance in force de- 
creased about 30 per cent. The period 
of distress had now cume to an end, 
and from 1880 until the present the 
record is one of most marvellous 
growth and expansion. Prosperity 
came alike to company and agent in 
largest measure. As the lack of pub- 
lic confidence was far greater then 
than now, and the failure of many 
mushroom companies was fresh in the 
minds of the people, whereas no one 
questions the present solvency of the 
companies, it can readily be seen how 


much easier our own task is at this 
critical point than that which fell to 
our predecessors. 


It should also be remembered that 
the present agitation will undoubtedly 
so educate the public as to the uni- 
versality and the value and the neces- 
sity of life insurance, as to make the 
insurance idea more popular than 
ever. It has been said that it is not 
the few who write and talk correctly 
about life insurance who will inerease 
the popular knowledge as to its office, 
but the many who, right or wrong, are 
discussing and advertising it. There 
is much truth in the statement. 


Another reason why agents are go- 
ing to find it easier to sell insurance 
upon legitimate plans is the reiief 
from the burden of high pressure 
methods. For the last ten years the 
sincere friends of the business have 
been insistent in calling attention to 
the destructive tendencies of the race 
for volume, and have repeatedly de- 
clared that the attendant evils could 
not fail to bring disaster if unchecked. 
Large brokerage commissions, over- 
writing bonuses, rebates and twisting 
have been grievous burdens to the 
average agent not connected with the 
companies which did these things, and 
even the agent who was permitted to 
get business anyway at all, so that he 
obtained it, was not permanently 
benefited. 


The appointment, by the wholesale 
of solicitors in large centres of popu- 
lation very largely increased the com- 
petition among a company’s own 
agents and made it more difficult for 
the men devoting their entire time to 
the work to obtain a living. Wehave 
been complaining of these things and 
the disrepute they brought to us. 
Now by the Armstrong legislation 
they are done away with. 

The limitation of the amount of new 
business which may be written by the 
large companies and the compulsory 
reduction of their outlay for it to rea- 
sonable limits, will relieve the field of 
much of the burden of unfair compe- 
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tition, and tend to make the compa. 
nies stand squarely upon the measure 
of actual service to the policyholder, 
rather than upon the size of a com- 
pany or extent of its operations. The 
extensive advertising which the busi- 
ness has received, and which has been 
so unpalatable to the agents whose 
companies have not been under the 
ban, has nevertheless served to call the 
attention of the public to other com- 
panies whose resources do not permit 
them full-page advertising in the 
newspapers, and to this extent the 
preponderating effect of this expen- 
sive publicity has been neutralized, 
and people are not now so ready to 
accept a company simply upon the 
fact of its size alone. 


The writer had once placed a risk 
ina company of moderate size and 
the occasion arose for writing $25,000 
additional; the applicant insisted that 
the insurance be placed in the largest 
company and was willing to take a 
policy there which was inferior in 
provisions and benefits and at no ad- 
vantage in premium, simply because, 
as he expressed it, ‘‘those big fellows 
ure going to put you out of business 
some day.’’ This incident illustrates 
the prevailing belief that the big com- 
panies came pretty near dominating 
the business. ; 


The pressure is now relieved, and 
to the extent that the smaller compa- 
nies may be ina situation to render 
better service than others, will the 
patronage be theirs. Other nasty 
little troubles which the heat of high 
pressure methods developed will be 
abolished, of which an example may 
be seen in the prohibition by the Arm- 
strong measure of cut rate competition 
as it appears in the issue of non-par- 
ticipating policies by mutual compa- 
nies. This matter was rather thor- 
oughly thrashed out in the Journal 
sometime ago. It is only necessary to 
point out now that when we have 
about closed a case of competition 
with a good company we shall not 
lose the business at the last minute by 


“the 


introduction of the stock rate, 
which would never have been intro- 
duced except to reverse a lost battle. 

Other matters will occur to the field 
man that he has longed to see bet- 
tered, and bye and bye we will realize 
that the conditions we have been hop- 
ing for have actually arrived. Natu- 
rally commissions will need to be cut 
some but here again the cut will be 
smallest with the best companies and 
largest with the poorest. No further 
comment is needed upon this point. I 
believe that a small commission long 
continued is much better for company 
and agent, than a high commission 
fora short period. In spite of Mr. 
McClintock’s opinion to the contrary, 
I believe that a business secured by 
brokerage alone cannot possibly be of 
as good a quality as that obtained by 
small first commissions and long con- 
tinued renewals. 

Of course the limits of commission 
are now rigidly fixed by the Arm- 
strong bill, and until the company 
actuaries have worked out the prob- 
lem, we shall be in the dark as to the 
final figures. But I think we may 
rest assured that every one will con- 
cede that the laborer is worthy of his 
hire, and if the scale of commissions 
possible under the new law is not 
sufficient to enable an honest agent to 
make a living, the expense provision 
will be altered. Probably the day of 
large fortunes for the lightning special 
is gone for good, but there should be 
a corresponding benefit to the man of 
modest ability with the unhealthy 
competitive methods abolished. 

In conclusion I think we have abun- 
dant reason to trust the future and to 
anticipate honor and prosperity from 
the conduct of the business under the 
new conditions. 


POLICYHOLDERS LISTS. 


An agent of the Penn Mutual at Clarion, Pa., 
says: **We have demonstrated the fact that a 
printed list of all policyholders in our general 
agency does not endanger the business nor unduly 
expose it to competition.” He says that these 
lists have been printed and freely distributed for 
the past 20 years and have helped very mater- 
ially to increase the business of the agency. 
The plan “is proof against assaults of twisters 
and unfair competitors through the very force 
of its own publicity and influence.” 
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COMPARATIVE RESULTS. 


We publish on the opposite page a tabulation 
showing the comparative results attained by 30 
leading life insurance companies in the writing 
of new business during 1905 and 1904; also a 
comparison of results in the matter of insurance 
in force. The comparisons as presented, sepa- 
rating New York companies from those of other 
states, cannot fail to be examined with interest 
by all insurance men. 

We find, of course, the expected, namely, a 
very considerable decrease in business paid for 
in 1905 by the New York companies as compared 
with the year 1904. The actual decrease was 
$159,000,000, or nearly 15 per cent. On the 
other hand, the total business of other state 
companies shows an increase of over $47,000,000, 
or 8.6 per cent. 

The insurance in force also tells a similar 
story, the New York companies increasing but 
3.42 per cent., while other companies increased 
8.60 per cent. These results were anticipated in 
view of the investigation of New York life in- 
surance companies, which benefitted other state 
companies materially in the placing of new busi- 
ness; not only enabling them to secure much of 
the new business which would under ordinary 
circumstances have been written by New York 
companies, but also to replace policies formerly 
held by the big three. How much of the new 
business of other state companies grew out of 
this replacement cannot, of course, be estimated. 

The tables presented are of particular and ex- 
elusive value to the readers of this magazine 
because they are compiled on the paid-for basis 
established by the Connecticut department, and 
the returns, therefore, show quite material 
differences from the reports of results made to 
other states. 





REAL ESTATE HOLDINGS. . 


The attention of Journal readers is called to 
an advertisement published elsewhere concern- 
ing an exhibit of the real estate holdings of the 
leading life insurance companies for the past ten 
years, including also the gross and net rates of 
interest earned. In view of the discussion of 
this question in the recommendations made by 
the Armstrong investigating committee, the 
general results published in the advertisement 
will be of interest to all lifeinsurance men. The 
detailed figures of the various companies for the 
ten years have been published in a limited edition 
for those interested enough to pay the price 
asked for this special information. 

It is evident from a study of the general re- 
sults, that after taking out all expenses and costs 
of handling, these investments as a whole are 
not very profitable to the companies. There 
are, however, exceptions to this rule. The 
companies are, of course, obliged to hold real 
estate in their assets, first for their own use, and 
second because property of this description is 
turned over to them under foreclosure. In the 


case of the big three companies the large hold- 
ing of real estate has been acquired mainly for 
advertising purposes. That is to say. the erec- 
tion of buildings at different points has been 
justified on the ground of prestige to the com- 
pany and of the new business indirectly in- 
fluenced in these places. A fine office building 
in the home city of the company, providing 
ample housing for its offices and additional 
revenues from other rentals, will no doubt 
always be a popular investment by all com- 
panies. 


CONNECTICUT MUTUAL’S COMMISSION RATES 
Hartford, March 22, 1906. 
Editor of Insurance Economics, 
Annuity Building, Boston, Mass. 


Accept my thanks for your courtesy in send- 
ing me a marked copy of the ‘Journal of Insur- 
ance Economics” for February, 1906; and for 
the comments in chief which you have made 
upon my recent report to the members of this 
company. 

I beg to point out to you a statement which 
does not travel with the facts in the case, and 
which is calculated to create a wrong impression 
concerning this company and its methods of bus- 
iness: to-wit, you say,— 

‘* We learn that the company is offering brok- 
erage commissions of 60 per cent. on life policies 
except ten and fifteen payment policies; on 
these and on all forms of endowment policies 50 
per cent. commission will be paid.” 

The company is neither allowing nor paying 
any such commissions; and the highest commis- 
sion allowed and paid, on our recently-adopted 
scale of commissions and under our contracts, is 
but a fraction more than 39 per cent. of the first 
premium. Weare therefore exercising,,in this 
regard, the economy which has so long charac- 
terized, and I trust, will continue to characterize, 
the management of this company’s affairs. 


And this statement is supplemented by another, 
which is not based upon the facts, and which my 
statement should correct; to-wit,— 

‘* These commissions are considerably larger 
than those paid by several progressive com- 
panies.” 

In dealing with serious matters of this char- 
acter, we doubt not that it is your purpose and 
desire to travel within the lines of truth. 

John M. Taylor, President, 

Connecticut Mutual Life Insurance Company. 


The statement made by the Journal had for its 
basis the following fact: The receipt from the 
Boston general agent of the Connecticut Mutual 
of a copy of the company’s annual] statement 
which contained a printed insert offering the 
scale of commissions named in the article. 
This scale, however, is not authorized by the 
company. 
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COMPARATIVE RESULTS OF INSURANCE PLACED IN 
1905 AND 1904. 


[PREAPRED FOR JOURNAL OF INSURANCE ECONOMICS BY BENJAMIN F. Brown 


New Business 
Paid for 
in 1905. 


New YORK 
COMPANIES. 


Equitable ....... 161,243,012 
Germania.......- 14,460,698 
(err er ee 12,698,429 
Manhattan ...... 11,989,382 


Metropolitan 106,686,150 


Mutual 183,265,162 
Mutual Res. ..... 14,426,325 
New York ....0s. 314,900,669 
Provident Sav. 23,885,146 


Security Mut... 1 6,811,913 





United States.... 4,234,045 
Washington...... 7,665,080 
Totals...... §72,266.011 








OTHER STATE 
COMPANIES. 





30,277,698 
5,819,328 
6,171,882 | 


# tna... 


Berkshire ....... 
Conn. General 
Conn. Mutual .... 


John Hancock 


Mass. Mutual .... 
Mutual Benefit ... 53,087,416 
22,587,166 
21,444,523 
104,070,682 


National....... 
New England .... 


Northwestern .... 
69,195,442 


14,200,633 
20,389,487 


Penn. Mutual .... 
Phenix Mutual... 
Provident L. & T. 


Prudential 98,581,328 


State Mutual 


Travelers 20,908,268 


11,863,308 | 
39,102,032 


23,659,758 | 


16,027,724 | 


Union Central 34,984,994 
Union Mutual 9,864,107 | 
Totals. . 602,235,776 


Grand Total.| 1,474,501,784 


New Business 
Paid for 
in 1904. 


229,177,067 


12,799,381 


14,393,287 | 


104,328,498 


231,508,259 
19,509,874 


345,722,523 | 


22,492,014 


13,088,017 


5,639,359 


10,762,539 | 


1,023,916,543 


Increase 
or Decrease. 


—67 ,934,055 
25,027 
—100,952 

— 2,403,905 


2,347 ,652 


—48,243,097 
—5,083,549 
—30,821,854 
1 393,132 
3,723,896 


—1,405,314 
— 3,097 459 


| —151,650,532 


Decrease,— 14.81 per cent. 


28,856,967 
5,790,861 


4,979,619 


10,075,891 


30,627 ,503 


23,098,313 
47 429,221 


20,585,478 | 


19,049,226 


86,542,849 


62,540,690 
11,663,876 
17,426,677 
109,485,065 


13,577,286 


20,901,832 
32,702,632 


9,209,753 
554,543,739 


1,578,460 ,282 


28,467 
1,192,263 
1,787,417 
8,474,529 


| 1,420,731 
| 
| 


561,445 
5,658,195 
2,001,688 


2,395,297 





17,527,833 


6,654,752 
2,536,757 
2,962,810 
—10,903,737 
2,450,438 


6,436 
2,282,362 
654,354 

47 692,037 


| —103,958 495 


Other State Co.’s, Increase, 8.60 per cent. 


a (New York Life). 


Thirty Co.’s, Decrease, 6.59 per cent. 





Insurance 
Paid for 
and in Effect 
Dec. 31, 1905. 


1 449,440,390 
109,127,609 
79,775,340 
78,050,955 


377,578,487 


1,589,549 468 
98,310,740 


12,061 ,593,886 


96,768 367 


51,010,771 


39,452,099 
63,255,371 


6,093,913,483 


250,858,315 
63,901,165 
30,224,431 

169,412,783 

146,491,588 


192,362,811 
383,113,552 
142,049,978 
164,728,147 


764,266,187 


366,870,020 

87,813,040 
174,008 323 
431,777,561 
113,159,331 
155,286,469 


228,114,041 


64,163,238 


3,928,600,980 


10 022,514,463 


Insurance 
Paid for 
and in Effect 
Dec. 31, 1904 


1 460,312,089 
103,937 ,343 
74,892,289 
76,790,531 


330,609,826 


1 547,611,660 
119,596,827 
1,928,609 ,308 
94,456,845 


47 044,657 


41,218,725 


67,488,150 
5,892,568,250 


Increase, 3 


237 ,304,739 
62,012,522 
26,044 307 

166,417,515 

119,387 ,046 


180,096,256 
354,869,668 
131,601,647 
153,928,148 


708,552,287 


332,016,287 

80,494,884 
163,896,726 
380,740,769 


105,161,408 


145,077,512 
209 413,293 


60 598 837 
3,617 ,613,851 


9,510,182,101 


Increase 


or Decrease. 


10,871,699 
5,190,266 
4,883,051 
1,260,424 


16,968,661 


41,937,808 
21,286,087 
a132,984,578 
2,311,522 


,966,114 


Ww 


1,766,626 


4,232,779 


201 345,233 


.42 per cent. 


12,266,555 
28,243,884 
10,448,331 
10,799,999 


55,713,900 


34,853,733 

7,318,156 
10,111,597 
51,036,792 


7,997 ,923 


10,208,957 
18,700,748 


3,564,401 
310,987,129 


512,332,362 


Other State Co.’s, Increase, 8.60 per cent. 


Thirty Co.’s, 


c 


Increase, 5.39 per cent: 


Amounts in first and third column, second section, inc'ude 111,301,800 of lapsed 


usiness, the same remaining on books at Close of vear by virtue of first-vear automatic extension provision 
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ROOSEVELT’S “MAN WITH THE MUCK 
RAKE.” 


President Roosevelt has said the 
right thing at the right time. His 
position and his personality make his 
words well planned to create sanity 
in popular opinion and more whole- 
some writings by the moulders of pub- 
lic opinion. The announced title of 
the president’s address caused con- 
sternation among the newspapers and 
magazines which had carried criticism 
of public characters to the point of 
calumny and personal abuse, and the 
facts and arguments which it was sup- 
posed he would make use of were 
answered in advance by those who 
dreaded the fire of the president’s 
gun. 

All their apprehensions were wasted 
for the president’s address is notably 
calm and judicial in tone, absolutely 
truthful in fact and unanswerable in 
argument. It is well that we have in 
public life men who, like the presi- 
dent and District Attorney Jerome, 
dare even at the expense of personal 
popularity, to act and speak in such 
a way as to create a reaction against 
excessive criticism. The opportunity 
came to Mr. Jerome before it came 
to the president. To Mr. Jerome in- 
deed we may credit the first call for a 
halt in indiscriminate denunciation. 

There are times when the most 
courageous thing a man can do is to 
criticise those things which in popular 
opinion are right. There are other 
times when the most courageous thing 
to do is to protest against popular 
criticism, especially of the destructive 
kind. Indeed this is really the finest 
test of courage, because it not only 
puts aman against popular opinion, 
but subjects him to the chance of be- 
ing misunderstood. 

But there is no room for misunder- 
standing President Roosevelt. Fortu- 
nate indeed are wein having at the 
head of this nation a man whose 
thought and motive are clear and 
who has the power to adequately ex- 
press both thought and motive. 


COMMISSIONS TO OFFICERS REBATING. 


At the request of Commissioner Cutting of 
Massachusetts, Attorney-General Malone has 
rendered an opinion to the effect that the pay- 
ment of commissions by a company tv its officers 
or agents upon insurance upon their own lives 
is a violation of the anti-rebate law. 

The attorney-general reasons as follows: 

‘““The question, therefore, narrows itself to 
this :—Is the granting of the customary commis- 
sions to an agent or an officer of a eorporation 
for securing a policy on his own life a rebate 
paid or allowed as an inducement to insurance? 
It is certainly a rebate paid or allowed, because 
it is, though in a form of a commission, an 
allowance to the person insured, given for no 
services rendered. It can hardly be maintained 
that it is a service rendered to persuade one’s 
self to take out insurance in one’s own company. 
I think it is further, a payment or allowance, as 
an inducement to insurance. To test this, let 
us suppose that the agent of a company desired 
insurance in a first-class company. If he went 
to the agent of some other company he would 
pay the ordinary premium and the other agent 
would get the commission. If he said to the 
other agent. ‘I will insure myself in your com- 
pany through you if you will insure yourself in 
my company through me and we will thereby 
each get a commission”. I believe that such a 
contract would be unlawful under Section 68, 
because it would amount to some special induce- 
ment to insurance, paid or offered to each. 

**Can the agent, then, accomplish this same 
result by writing his own insurance himself? 
In other words, can he stand in the dual position 
of the insurant and the person negotiating the 
contract? I am of opinion that he cannot, and 
that when he applies to the company for a policy 
he stands as a would-be insurant and must be 
treated as such, and that he cannot be benefitted 
by the payment or allowance to him of any sum 
whether it is in terms a commission or a rebate. 

** Although I do not believe that the point 
raised by you as to the appointment of an appli- 
cant for insurance as a registered agent is of 
greatimportance, because such wholesale agen- 
cies could, obviously, be prevented, as not done 
in good faith, I do think that such an arrange- 
ment could, and very likely would, be entered 
into by a company in favor of some few very 
large prospective policyholders for the purpose 
of inducing them to take out insurance in the 
company”. 


For several years the editor of the Journal has 
held a broker’s license issued by the Massachu- 
setts insurance department. Under this license 
he has placed insurance for others and for him- 
self, in each case receiving from the company in 
which the insurance was placed the customary 
brokerage. Under the interpretation of the 
attorney-general the editor has received a rebate 
and is willing at any time to bear the conse- 
quences of this ** crime”’. 

The brokerage, however, has never been looked 
upon by him as an inducement to insure or to 
take a policy in any particular company, as the 
attorney-general suggests. In our case we can 
truthfully say that the arguments of the attor- 
ney-general do not apply, yet they may in other 
cases. 
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IMPROVED CONDITIONS IN MASSACHUSETTS ACCIDENT BUSINESS. 


There is a bill making favorable 
progress through the Massachusetts 
legislature, which is of considerable 
importance to the personal accident 
business. The object of the bill is to 


provide for the formation of corpora- 
tions to insure against physicul disa- 
bility from accident or sickness, and 
against death by accident, with a min- 
imum capital of $100,000. The law 
now requires $200,000 capital and 
without regard to the amount of lia- 
bility incurred. 

There are a number of successful 
companies of modest size now cperat- 
ing in this state by virtue of charters 
granted many years ago under the old 
assessment law. When this law as to 
life companies was repealed in 1899 
the accident companies were left un- 
disturbed, and it is to enable these to 
get upon a stock basis that the new 
law is proposed. It seems only rea- 
sonable that the minimum capital 
stock of a corporation with a pre- 
mium income of $150,000 need not, for 
the protection of policyholders, be as 
large as one having a premium income 
of $2,000,000. A strong stock com- 
pany of Massachusetts incorporation 
will undoubtedly make the competi- 
tion for local business very interest- 
ing. 

This has always been a good field 
for the personal accident business. 
In 1904 (the latest published figures), 
four companies—the A¢tna, Fidelity 
& Casualty, Preferred and _ the 
Travelers—collected a million dollars 
in accident and health premiums in 
Massachusetts. With the develop- 
ment of home companies it is not too 
much to expect the disability pre- 
miums to double in amount within a 
short time. Itis interesting to note 
in this connection that the newly ap- 
pointed United States manager of the 
General Accident, Franklin J. Moore 
was fur many years associated in the 
management of a company having 
headquarters in Boston. 

Much of the hard work of the Inter- 
national Association of Accident Un- 
derwriters was done by men connected 
with the corporations organized under 
the Massachusetts assessment law, 
men who have made themselves felt 
in the business and who have been and 
are successful managers. The en- 
trance of many of these into the field 
of stock companies, as foreshadowed 
by the bill now before the legislature, 


will not in our opinion, make inroads 
upon the business now done here by 
other state companies, but will only 
stimulate fresh activity and increase 
the popularity of accident insurance. 

The dollar-a-month policy or as it is 
denominated, the ‘‘industrial busi- 
ness,’’ with its low death benefit, will 
probably occupy the attention of the 
companies which expect to take ad- 
vantage of the new law, for some time 
to come, as it seems to be quite profit- 
able and extremely easy to write. The 
agents which sell this insurance are 
less expensive and easier to handle 
than those who sell the larger priced 
policies, which is another reason why 
the companies are in love with the 
“industrial policy.’’ Probably most 
underwriters expected the advent of 
standard form of accident policy long 
before a uniform life policy, but it is 
the unexpected that has happened 
again, and the standard life policy is 
about to be enacted into law while in 
accident insurance it seems as far 
away as ever. 

Here, again, the companies writing 
industrial accident policies have 
blazed a way for others to follow by 
entering into an agreement with each 
other, through the medium of their 
organization, not to twisteach other’s 
business or agents. The constantly 
increasing expense ratio, seems to 
demand that some sort of unity be- 
tween all the companies doing the 
same class of accident business, be 
brought about, but no way has yet 
been found to reconcile the differ- 
ences of opinion between prominent 
managers having substantially equal 
degrees of success in conducting their 
companies. 

An agreement upon the essential 
and principal features of the business 
is bound to come, however, in the in- 
terest of conservatism and perman- 
ence. Whether or not it will require 
a spectacular failure to hasten an un- 
derstanding as to benefits, conditions, 
commissions and twisting remains to 
be seen. The influence of Massachu- 
setts men in the proceedings of the 
International Association and in the 
conduct of their own companies, has 
been for co-operation and conserva- 
tism in the past, and must be still 
more effective in these regards for 
the future. The passage of the pro- 
posed bill cannot but result in good to 
the accident business in the Bay 
State. 
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Gross and Net Earnings for Past Decade 








An exhibit prepared by Benjamin F. Brown giving in detail for 28 lead- 
ing life companies, the following items as showing the aggregations of all 
companies : 


lean Ledger Assets, 1896-1905 __.. ; .  $1,664,929,100 
Mean Real Estate Holdings . $150, 264,802 
Per Cent. to Mean Assets. 9.03 
Gross Rentals . , , ’ $79,993,872 
Rate Per Cent. to Holdings . ; ' ; 5.32 
Expenses, Taxes and Repairs ; $47, 134,028 
Rate Per Cent. to Holdings . ; ,; 3.14 
Net Rentals. ; $32,859,844 
Rate Per Cent. to Holdings . : : 2.18 
Rate Per Cent. in 1905 . : 2.64 
Charged off During the Period . ; $29,586,330 
Net Profit on Sales ; ; ; $941,567 


Also a table showing for each company in each of the past ten years 
the gross and net real estate earnings. In view of the 


Armstrong Committee Recommendations 





these tables will be of particular interest. These tables have been especially 
prepared for circulation among life insurance officials, actuaries and students 
of the business. The edition is limited to ONE HUNDRED COPIES and 
will be sold to subscribers at 


FIVE DOLLARS PER COPY. 


Copyrighted and sold exclusively by 


The Journal of Insurance Economics, 


{59 Devonshire Street, 
BOSTON, MASS. 


ORDERS NOW BEING RECEIVED. TABLES READY FOR DELIVERY. 















































What Is the Use... 


of saying ‘‘ the best company ” 
or ‘‘ the strongest company ”’ 
or ‘‘the largest company ’’ ? 


They are all these things. 
We say simply 


The Penn Mutual 
Life Insurance Company 


OF PHILADELPHIA. 
ORGANIZED 1847. 


That Tells the Whole Story. 








UNEXCELLED IN 


Favorable [lortality 


--AND.. 


Economy of [anagement. 


The Provident Life 


end Trust Company 
OF PHILADELPHIA. 


Rates of Premium Extremely Low 


and still further reduced by 
Annual Dividends. 





Incorporated Under the Laws of Massachusetts. 


The Columbian 
National Life Insurance 


Company 
....- BOSTON, MASS. 


PERCY PARKER, President. 


FRANKLIN W. GANSE, 
Vice-President and Director of Agencies. 


WILLIAM H. BROWN, Secretary. 





Exceptional Inducements 
are 
Offered Intelligent 
and Reliable Men 


to enter the service of 


The Mutual Life 
INSt. RANCE COMPANY OF NEW YORK 


It is the largest and best Company in the world 
aud the most satisfactory Company to represent 


Applications may be sent to 
GEORGE T. DEXTER 
Superintendent of Domestic Agents 


32 Nassau Street New York City 





1860 th Year 1906 


HOME LIFE 


insurance Company of New York. 
GEORGE E. IDE, President. 
Assets, $17,886,594.88 Liabilities, $16,457,194.41 


(Including Dividend-Endowment Fund) 
Dividend-Endowment Fund, (Deferred Dividends) $1,453,907.00 
- - - - 225 





Contingent Fund - ,000.00 
Net Surplus - - - - 1,204,400.47 
Insurance in Force - - - . - 79,775,340.00 

The Home Life supplied one of the marvels of the present inves- 


tigation—an insnrance company without any obvious scandals, 
N. Y. Tribune, 12-12-05, 

Mr. Hughes’ inquisition was not less searching than before, but 
the officere of the Home Life Insurance Company apparently sur- 
vived it unscathed, N. Y. Herald, 12-12-05. 





Detail Statement furnished upon request. 





The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN HANCOCK 


MUTUAL LIFE INSURANCE COMPANY 


OF BOSTON 


S. H. RHODES, President. 

ROLAND O. LAMB, Vice-President. 

WALTON L. CROCKER, Secretary. 
None but the best forms of Life, Endowment, Term 
and Instalment Policies issued. See our Optional An- 
nuity Policy. Good Agency contracts to the right men, 

FRANCIS MARSH, 
Manager for Eastern Massachusetts, 

John Hancock Bldg. - 178 Devonshire St. 





“The Leading Fire Insurance Company of America" 
—_—~.- 


a2 





.esident. 


wit. B. CLARF 





THE METROPOLITAN 
LIFE INSURANCE CoO. 


(Incorporated by the State of New York) 
"The Leading Industrial Insurance Company in America,’ 


Pays over 395 Death Claims Daily. 
Insurance in force of over $1,596,509,769 


Permanent, Profitable, and Progressive Employment. 
AGENTS WANTED. 


Any honest, capable and industrious man, who is 
willing to begin at the bottom and acquire a com- 
= knowledge of the details of the business by 

iligent study and practical experience, ean, by dem- 
onstrating his capacity, establish his claim to the 
highest position inthe field. Itis within his certain 
reach. The opportunities for merited advancement 
are unlimited. All needed explanations will be fur- 
nished upon application to the Company’s Superin- 
tendents in any of the principal cities, or to the 
Home Office, No. 1 Madison Avenue, New York City. 





























YOUNG MEN—MAKE MONEY 


There are opportunities 
to represent a big, sound 
up-to-date Life Insur- 
ance Company in a prof- 
itable manner. 

Prudential representa- 
tivesmake money. They 
have most varied forms 
of policies and advan- 





tageous contracts with | 


liberal commissions. 
The attention of young 
men, particularly young 
men starting in business 
is especially sought. 
Write for full informa- 
tion regarding these un- 
usual opportunities. 


THE PRUDENTIAL 


INSURANCE COMPANY OF AMERICA. 


Incorporated as a Stock Company by the State of New Jersey. 


JOHN F. DRYDEN, Home Office, 
President. Newark, N. J. 


TATE Mautuait Lite 


...Assurance Company 


Worcester, Mass. 





INCORPORATED 1844. 


Financial Statement, Jan. 1, 1905. 


$25,457,929.45 
Liabilities . . 22,905,552.00 


SURPLUS. $2,552,377.45 


A. G. BULLOCK, President. 
H. M. WITTER, Secretary. 
BURTON H. WRIGHT, Supt. of Agencies. 


he LIFE, ENDOWMENT 


and ANNUITY POLICY 
IssUED ONLY By THe 


PHGENIX MUTUAL LIFE INS. CO. 


OF HARTFORD, CONN. 


Is the Best for the Insurer to Buy or Agents to Sell. 
Covers every contingency of life. Particulars on appli- 
cation at Home Office. 


AGENTS IN ALL CITIES. 


National Life 


Insurance Company 
OF MONTPELIER, VERMONT. 
Established in 1850. Operating in 44 States. 


H. M. CUTLER, Treasurer. 
A. B. BISBER. Med, Director. 
C, E. MOULTON, Actuary. 
F. A. HOWLAND, Counsel. 


Pe. « « « 














JOSEPH A. DE BOER, President. 
JAMES T. PHELPS, Vice-Prest. 
JAMES B. ESTEE, 2d Vice-Prest. 
OSMAN D. CLARK, Secretary. 


This Company held January I, 1906, and gained 
during the past decade: 
$34,519,093.04 
3,821.752.51 
145,480,904.00 


184% 
165% 
109% 


ASSETS, 
SURPLUS, 
INSURANCE, 


Gain, 
Gain, 
Gain, 





Sells the Best and Most Modern in Life, 
Term, Endowment and Annuity In- 
surance. P > ‘ ‘ . 











JAMES T. PHELPS & CO., State Agents, 
159 Devonshire S:.. BOSTON, MASS, 








Some of the enntt- 
nal aims of the UNION ze 
MUTUAL manage- 
ment are—to be con- 
servative inthe 
choice ofinvestments 
—to be progressive in 
the prosecution of the business—to be faith- 32 
ful to the interests of policyholders. p 


CONSERVATIVE 
PROGRESSIVE 
FAITHFUL 











Union Mutual Life Insurance 


Company 
PORTLAND, MAINE. 


FRED E. RICHARDS, President. af 
ARTHUR L. BATES, Vice-President. $2 

For Territory address either EDSON D. SCOFIELD, $3 
Superintendent, 180 Broadway, New York City, THORN- $2, 
— CHASE, Superintendent, 84 Adams Street, Chicago, gs 





FIRST MUTUAL 





Chartered in America. 


NEW ENGLAND MUTUAL 


LIFE INSURANCE COMPANY, 
BOSTON, MASS. 


Operates on a full 3 |-2 per cent. Reserve 
under Massachusetts Law, and offers 
the very best possible security, with 

a safe, equitable contract. 


FINANCIAL STATEMENT. 


ASSETS, $38,324,422.73 
LIABILITIES, 34,638,296.48 








SURPLUS, $3,686,1. 6.25 


BENJ. F. STEVENS, President. 
ALFRED D. FOSTER, Vice-President 
D. F. APPEL, Secretary. 
WM. B. TURNER, Ass 


BERKSHIRE 
LIFE INSURANCE CO, 


OF PITTSFIELD, MASS. 


James W. HULL, President. 
«. M. LEE, Actuary. 
THEO. M. ALLEN, Secretary. 
Rop’t H. DaveNporRT, Ass’t. Sec’y. 


Sec’y 





This Company, with its more than fifty years of 
successful a.d honorable practice, its solid finan- 
cial condition, its fair and liberal policies, all sub- 
ject to the Non-Forfeiture Law of Massachusetts, 
commends itself both to policy-holder and agent. 





For circulars and rates address 


EASTERN MASSACHUSETTS AGENCY, 


79 Milk Street, Boston, Mass. 
DYtR & FOSS, Managers. 





























